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Markus Granlund is an almost staggeringly many-sided person. He is a prolific 
scholar of first class, the Dean of the Turku School of Economics, capturing and 
skilful teacher, a family man with four sons, a super-talented ice-hockey player 
and what not. Everything he does seems to happen with ease and calmness. 
This is not because his work-life would be without challenges. These are not 
easy times to be a Dean at a Finnish university, but demanding and turbulent in-
deed. It seems to be a “new normal” that funding is a continuously bothering issue 
and so is indicating systematic high volume and quality performance, nowadays 
measured in numerous dimensions and in accelerating pace. As the Dean of TSE, 
Markus has not saved himself from super-committed work and putting himself 
fully at stake – and turned out to be a successful dean. 
It is certainly of much help that Markus is a man who can find humour even in 
the toughest situations and conditions. This is a fabulous feature in anybody: sense 
of humour, especially warm irony, is an ice-breaker and relaxer for all. It is also 
almost impossible to pull his leg. He seems always ready to see directly behind 
such attempts and to me this is one aspect of his superb sense of humour. Working 
with him has never been only work, but always a lot of fun, too. 
Markus is my closest colleague of all times. We started collaborating in the early 
1990s, when we conducted a survey research on cost and management accounting 
practices in Finland. Soon thereafter we were jointly responsible for the scholarly 
program of the EAA Congress that was held in Turku in 1993 as members of the 
organizing committee. Oh boy that we had good times in doing that! Over the 
years, Markus and I have conducted several management accounting studies to-
gether, most of which leading to an international journal publication. Our collabo-
ration has always taken place in the spirit of total quality in our work: to carry out 
each and every bit of the work processes so that quality is ensured right from the 
beginning.  
This “total quality principle” was essential in the biggest joint project I have 
conducted with Markus. It was teaming up for running the editorial office of the 
European Accounting Review in 2000-2005 – Markus first as an Assistant Editor 
and soon an Associate Editor, splendidly supporting me as the Editor. There are 
no words to indicate how thankful I am for the highly professional scholarly and 
administrative support that Markus offered me during those hectic years, during 
which we so intensively worked for developing the journal towards being a more 
and more respected outlet for serious scholarly publications in accounting. We 
shared the same vision of making the journal globally known as the paradigmati-
cally, methodologically and theoretically open-minded accounting journal. Our 
joint efforts also paid off: European Accounting Review has been an ISI indexed 
 
 
journal now for more than ten years and it is ranked at level 3 in the ABS ranking 
(and Jufo 2 in Finland). 
That said, journal and university rankings and league tables have never been the 
major driving force for Markus. Yet he knows we are in the world with others, so 
we cannot entirely omit rankings and that sort of things. But Markus is consistent 
in not allowing the “tail wag the dog” even in these times of publish or perish. He 
has systematically resisted the lures of letting the measures and proxies of aca-
demic performance take the primary role in academic work. Good scholarship is a 
central value for Markus, always over and above just looking great in terms of 
performance indicators. 
It adds to the picture of many-sidedness of Markus that, in addition to being an 
Accounting Professor, he has also held a position as a Professor of Information 
Systems Science at TSE for some time. In fact, Markus is certainly one of the 
leading management accounting and information systems scholars in the world. 
Despite his being the Dean, he is an Associate Editor of International Journal of 
Accounting Information Systems. Along this line of thought, Markus has always 
been an extremely international scholar. He has, for instance, visited Copenhagen 
Business School and University of Technology Sydney for longer periods. He has 
collaborated with many scholars both nationally and internationally. 
The works in this volume, which are prepared in the huge appreciation of 
Markus Granlund celebrating his 50th birthday, nicely echo the many-sidedness of 
the person they are written for. They form a collection of several kinds of texts: 
scholarly pieces, personal recollections and poems. All these works are clearly 
conducted with warm thoughts on Markus, a chap of great wit and charm. I wish 
to express my sincere thanks to all contributors to this volume, feeling assured that 
Markus will pretty curiously take a look at these works that are written for him 
with caring collegial and friendly appreciation. Special thanks are devoted to Ka-
rolina Laine, who has greatly helped me in the editorial work for this book. 
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School of Economics and Management, Tongji University 
 
 
In 1985/86 I met with a professor from Åbo Akademi. His name is Claes Gus-
tafsson. It was my first real acquaintance with Turku and with the academic 
community, life and history of Turku. It was all very impressive, and for a young 
man it was extremely inspiring. 
On May 23, 1986, Claes visited the Stockholm School of Economics and 
managed an event which for me still stands out as an amazing experience. His 
way of leading my dissertation was from my own perspective simply masterly. 
Thank you, again, Claes, for giving me such an experience - which meant and 
still means so much to me. 
25 years later I had the honour and great pleasure of walking the same streets 
of Turku. The beautiful part of Turku where the academic sites are placed next 
to each other along the river and up the hill.  
This time to meet with the dean of the Turku School of Economics (TSE) and 
the rector of the University of Turku.  
 TSE was now part of the university and challenges and new opportunities 
lay ahead. 
After my introduction to the university and especially TSE, I accepted to take 
on the role as chairman of the newly installed international advisory board of 
TSE. With Markus Granlund as dean and his whole management team, depart-
ment heads, faculty, staff and students it’s been a great learning experience to 
follow the development of the school.  
A highly relevant research agenda and comprehensive learning and training 
programs combined with community engagement and alignment with the needs 
of society at large paves way for the future. 
Both Markus and I are hockey players and actively interested in sports, and 
with a board composed of the most qualified people I’ve seen on any school 
board, it’s been a pleasure and very much rewarding to try and collectively sup-
port the school in its ambitions to keep a leading role in Finland and to 
strengthen its international reputation.  
We all believe in focusing on what we’re good at and making it excellent, 
and we believe in being true to the unique qualities given by the specific context 
of Turku, Finland, Scandinavia and the Baltic Rim.  
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Markus is ambitious and thorough. Qualities of high value. Ideas and crea-
tivity and innovations will always be measured with accuracy and wisdom when 
they are about to be decided and acted upon.  
This gives the opportunity for the board to be bold in its discussions, advice 
and position; and it adds a foundation of security and trust to the work. 
It will be exciting to follow TSE for the future. Turku is in my heart, and it 
is and will always be a joy to visit Turku and TSE - on this I am certain I can 
speak for the whole board. And, of course, I also can speak on behalf of myself 
and all board members when congratulating you on your 50th birthday.  
Sincere and warm congratulations, Markus! 
We look forward to follow you and TSE in the years to come and wish you 
all success. 
 
AA, March 28, 2017 
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A Personal Reflection on 
Selected Works of Markus Granlund 
 
 
David S. Bedford 




Just to the left of me sits a half full, translucent coffee mug, given to me by 
Markus Granlund at the end of a four week visit to TSE a few years ago. Etched 
onto the side of the mug are the letters TSE, and below that the phrase for the 
future. I rarely give much thought to what the words on a mug might mean, but 
this phrase seems rather evocative as I contemplate the moments that shaped 
my future as a young doctoral student. To commemorate the fiftieth birthday of 
Markus Granlund, I thought I would reflect upon how two of his articles af-
fected the trajectory of my early research and how they continue to influence 
me today. 
 
Change is not inevitable 
In the article “Towards explaining stability in and around management account-
ing systems” (Granlund, 2001), Granlund explores the factors that inhibit 
changes to the method of product costing in a single firm despite the organisa-
tion facing significant pressures to do so. Granlund motivates the study by not-
ing that although it is often observed that accounting systems are difficult to 
change, the forces that drive stability have been given far less attention by re-
searchers than those that result in change. Granlund also takes issue with the 
rather simplistic reasoning that people resisting change are necessarily irrational 
when faced with seemingly logical reasons for change to be enacted. In the 
study Granlund provides a far more complex and nuanced understanding of the 
how the intertwining of economic, institutional and individual influences pro-
duces continuity of existing organisational structures and routines in a context 
in which economically rational actors should be inclined towards change. 
I first read this article in the second year of my doctoral studies. The reason 
was purely out of curiosity. Markus was a visiting Professor at UTS, and I 
wanted to know more about his research and views of the world. I didn’t think 
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that the article would have much relevance for my own studies. Yet it ended up 
influencing the direction of my doctoral research and the way I understand the 
social world of which I am a part of. 
Two aspects of the article in particular impressed upon me. First, the article 
provides a counterpoint to the assumption of conventional contingency theory 
that organisations will attempt to adjust their structure when variations in con-
textual circumstances result in negative performance outcomes. I was already 
interested in the inertial tendencies of organisations – although my initial start-
ing point was contingency theory, through the development of my doctoral pro-
posal I drew more heavily on configuration theory, which predicts that organi-
sations will tend to stabilise around a limited number of viable structural forms, 
and resist changes unless they severely threaten firm survival. Although config-
uration theory points to certain general factors that promote stable organisa-
tional structures and behaviours, these are not treated with any particular depth. 
Granlund’s study was the first that I had read that gave significant attention to 
the reasons for why organisational structures and practices, such as forms of 
costing, might tend to remain stable over long periods of time. Granlund also 
describes how particular factors reinforce one another in generating sufficient 
resistance to prevent change from occurring. 
Second, the study gave me an initial taste for structuration theory, which 
seemed to resonate with me despite my functionalist academic upbringing. One 
reason for this is, at least partially, Granlund’s ability to articulate conceptually 
dense and complex ideas in an easily accessible manner, even for someone not 
at all versed in Giddens’ work. In any case the ideas were enlightening. 
Granlund, citing Giddens, writes that for any social system to persist, actors 
must actively reproduce the social structures embedded within that system 
through ongoing actions and routines. Individuals do not just mechanically re-
produce existing structures, but are reflexive and purposeful in their actions. 
Every action is therefore imbued with the potential for both continuity and 
change. 
The idea that actors have significant agency is in contrast to the deterministic 
assumptions of conventional contingency theory. Granlund provides a particu-
larly compelling example of the power of individual agency in describing how 
one financial controller (Kalle Jyry) had a telling influence in delaying and ul-
timately denying any proposal for change. While a casual observer might label 
Jyry’s actions as illogical or emotionally charged, Granlund explains that Jyry’s 
motives were many sided. Jyry had invested significant time in developing his 
own method of cost reporting, and saw potential changes to the costing system 
as both increasing his workload as well as a threat to the survival of his own 
innovation. He was also offended by not being invited to be part of the change 
management team. However, Jyry also had a rather sophisticated understanding 
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of ABC and was concerned about the feasibility of the system for the firm. This 
description also reveals that not all behaviours within organisations are based 
upon economic rationality, with multiple forms of rationality acting as the basis 
for individual actions. 
I was never comfortable with the idea that the actions of an organisation are 
more or less predetermined by external contingencies, and Grandlund’s article 
served to reinforce my views, and ultimately led to me reading a number of 
Giddens’ works. Although I did not directly use structuration theory in my doc-
torate, Giddens’ criticisms of functionalism, and his exploration of the role of 
individual agency in constituting and reproducing social structures, helped me 
to think about the place that agency could have within more functionalist frame-
works. This led to my early interest in the general systems principle of equifi-
nality, which suggests that organisations have a degree of choice in their behav-
iour even when confronted with pressures to maximise performance outcomes. 
Much of the work in the back-end of my doctorate was concerned with expli-
cating how equifinality could be incorporated into a contingency framework for 
examining management control choices made by firms facing varying contex-
tual circumstances. But most importantly, it shaped the way I view the social 
world. It gave me a renewed appreciation for the power of individual agency, 
the capacity to both generate change and enact resistance, and that even if the 
most constraining of situations we always have at least some degree of scope in 
choosing the actions that we take, which can have unintended and lasting con-
sequences. 
 
The purpose of management accounting research 
There was a period of time, a few years after finishing my doctoral studies, 
where I questioned my future as an academic. I had finally published my first 
article (Bedford, 2015), and the feeling I remember was more relief than elation 
– the pressure to publish was diminished, at least for the time being! But what 
was troubling me was why I was doing research in the first place. A few months 
later I was cleaning out my office in preparation for moving into the newly con-
structed UTS Business School. Sorting through piles of printed articles that I 
had read during the course of my doctorate, I came across an early draft of the 
article “In Search of Management Accounting Theory” (Malmi & Granlund, 
2009), which I had proof read for Teemu Malmi when he was a visiting Profes-
sor at the School in 2005 (as I look at the acknowledgements now I see that 
Malmi forgot to mention my invaluable contribution!). It had been a while since 
I had read the published version, so I printed off a copy, which I read later that 
evening. 
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Malmi and Granlund argue that the primary reason for researching MA is to 
develop an understanding of its causes and consequences in order to benefit 
those that use MA in practice. In their view, however, MA researchers have 
largely failed to provide research outcomes that are meaningful for practition-
ers. The intent of the article is to provide potential avenues for MA researchers 
to generate theories that are ultimately useful for practitioners to create better 
MA practices. Malmi and Granlund direct their suggestions towards researchers 
that investigate regularities observable across organisations in a particular con-
text, but are careful to note that other forms of inquiry are also valuable. 
A critical point made by Malmi and Granlund is that theories used in MA 
literature are not unique to the field but are rather imported from other academic 
disciplines (e.g. economics, sociology, psychology). They note that while such 
theories do provide useful insights for MA researchers, they are essentially “the-
ories about MA, not theories of MA” (p. 602). This point applies particularly to 
my own specialisation – contingency theory – which Malmi and Granlund are 
especially critical. While they endorse the general aim of developing context-
dependent explanations of MA, they contend that the underlying findings of 
most contingency-based research in MA “are so general, and partly self-evident, 
that they are of little use, or of incremental value, in practice” (p. 603). Admit-
tedly, I no longer entirely subscribe to this view. Numerous contingency studies 
empirically find variations in MA practices to be associated with performance 
outcomes, indicating that many firms have not selected optimal arrangements. 
This suggests that the results of such studies are likely to be of at least some 
benefit for practitioners interested in maximizing performance. But what stuck 
in my mind was their provocative statement that: 
 
“If we are not willing to develop theories we borrow from else-
where to better explain issues we are interested in, and if we are 
not prepared to assess the relative strengths and weaknesses of 
various theories, there is little hope for coming up with practice 
relevant MA theories.” (p. 604) 
 
I remembered drawing on this claim to motivate my doctoral research, spe-
cifically to criticise existing contingency research in MA and argue for examin-
ing, and developing theory about, control configurations rather than studying 
control practices in isolation. But in the couple of years after completing my 
doctorate almost my entire work-life was focused towards getting published. 
Although I had started new research projects, I didn’t feel much excitement 
about them – they were more a means to an end. In reading Malmi and 
Granlund’s article again, I was reminded about why I do research and what I 
truly enjoy about it – developing new understandings of accounting and control 
that hopefully in some small way make a difference to others. 
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I share similar views to Malmi and Granlund in how researchers might pro-
ceed to develop theory and undertake research that has greater practical rele-
vance. They provide three avenues. First, they make multiple suggestions on 
how to extend existing research approaches, such as thinking carefully about 
whether or not firms can be assumed to optimise in a particular context, and 
considering how different control practices relate to each other within the wider 
control package of a firm. Second, they encourage conducting interventionist 
research. Here the connection to practice is the most immediate as researchers 
influence directly the actions and decisions of practitioners. Third, they argue 
that normative theories of MA should be developed into more complete expla-
nations for how and why MA is applied in practice. They provide a compelling 
example in describing the potential for constructing a theory of cost accounting. 
Building theories that are specific to the MA discipline would also help the 
community form an identity distinct from other organisational research fields. 
In effect Malmi and Granlund encourage the MA community to embrace its 
roots as an applied discipline and forge a closer link with practice.  
I am perhaps a little more circumspect about the degree to which MA re-
searchers will have significant and direct influences on the everyday work of 
practitioners. I see my influence as typically being more indirect, through teach-
ing current and future practitioners. But I still subscribe to the main message of 
the article, that ultimately we should be attempting to build understandings and 
theories of MA that benefit those that we study to achieve certain objectives, 
and it remains one of my primary motivations for doing research. 
 
Final thoughts 
The two articles discussed have been particularly important works in shaping 
my thinking and motivations for conducting research. Markus’ influence has, 
however, gone beyond just his publications. Markus was very supportive of my 
research during his time as a visiting Professor at UTS, when others around me 
were somewhat less so. Markus was also one of my doctorate examiners. His 
feedback provided much needed encouragement to persevere with my research 
when faced with critics fundamentally opposing what I was doing. And finally, 
I continue to learn from Markus as we work together on a project currently in 
progress. But perhaps what I have appreciated the most are my personal inter-
actions with Markus, in which his dry sense of humour and turn of phrase have 
been a reliable source of amusement, and which I am sure will be for many years 
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Perplex of Management Accounting  




Turku School of Economics, University of Turku 
 
 
We information systems researchers want to always pin point the contribution 
of professor Markus Granlund’s seminal research on management accounting 
and accounting IS. I’ll not make an exception, but would like to also share my 
view on the recent development in providing information for management ac-
counting, or control, form our recent experiences of abductive research on ISs 
on the field.  
First, we IS-folks tend get our hands dirty with nursing and doctoring real-
life information systems – there are always some complications, hick-ups, or 
breakdowns to be solved by combining theory and pragmatic IS-studies. In the 
old days (1990’s), this was rather straightforward, because the contemporary 
process redesign problems were easy to fix when looked into from the actual 
work organization viewpoint. But in no time the demand for more strategic is-
sues surfaced: ISs became the means to implement innovative business models, 
and we have found ourselves estimating different profit making constellations 
of global network partners, calculating product life-time costs and benefits for 
improving performance, and predicting monetizing and value creation options 
for digital customer offerings, profit sharing, etc. 
Recently this has led to a growing number of IS research projects in enter-
prise architecting and business modelling across value creating networks. From 
the company point of view, the market has expanded and grown international 
with global competition. Innovation, agility and creativity have become major 
supplements to excellence in marketing, production, and distribution for born 
globals and incumbents alike. Similar trends are now hitting also domestic pub-
lic sectors: EU’s single market area guarantees the free movement of service 
providers and combined with recent liberalization of municipal and provincial 
services this boosts the need for public private partnerships.  
These opening markets are increasing the importance of data and information 
systems dramatically, as the competitive position of companies and public sec-
tor has changed fundamentally: the previously dominant, close to monopolistic 
actors, cannot any longer set the prices as freely they were used to, but instead 
have to adjust to the market price, or specialize, innovate, and re-structure to 
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survive on the competitive market. In practice, we see this as cost-based budg-
eting losing ground in organizations – it is being replaced by activity-based 
costing and target costing as means for making sense of the operations and 
providing ‘facts’ of business in a meaningful way for managing organizations. 
Variations on demand and their effects on productivity must be analyzed 
quickly, decisions turned into action in short notice. For this purpose, alternative 
scenarios are needed increasing the need for predictions, forecasts, and what-if 
analyses.   
So, our situation at IS has grown far more complex during recent years as the 
business has grown more international, networked and platform-based, notwith-
standing the major changes in the public sector. However, some of this was 
foreseen by Granlund and his colleague at TSE, professor Hannu Salmela in 
their non-published article “Extrapolating the Managerial Impact of Integrated 
Information Systems” in 2001, where they list number of changes due to the 
integration activities with the help of innovations. The bad news is that the pre-
sent is more complicated than their predictions (Ali-Yrkkö et al., 2011) – and 
the future will be even more so (Ali-Yrkkö & Rouvinen, 2013). Yet the good 
news is that constantly evolving technology, with services provided on plat-
forms, can provide solutions, which tie management accounting to information 
systems tighter than ever. 
 
What did change in data machine room? 
Let us first start elaborating the landscape: Former straight-through-processing 
attempts in companies were built on streamlined collection of data from pre-
planned, well-structured information systems connected to internal processes. 
More of this data is nowadays coming from automated, integrated processes of 
production, sales, and delivery, which are integrated with external systems of 
sub-contracted producers, e-commerce sites and third-party logistics with inter-
faces or adapters. Despite being well-structured, the formats vary, and require 
synchronization. The problem is that format, or timing, may change without 
notice, as the parties are independent legal entities. The volume of data keeps 
growing at exponential pace, an e-commerce site may handle tens of on-line 
transactions per second, in China even hundreds. In practice, digitalization has 
demanded substantial changes to the information systems architecture and con-
sequently, on management accounting.  
Earlier, the contemporary practice (and theory) for producing information for 
analysis and decision making was based on On-Line Analytical Processing 
(OLAP) database. The idea is to extract, transfer and load data (ETL) from op-
erational databases to reporting databases (in data warehouse, data lake, or data 
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sink) for reporting and ‘drilling’ into data. This was done in order to isolate 
reporting queries from causing extra load to the operative transaction processing 
systems. Recently, vendors have added graphical-numerical dashboards on re-
porting the data at a glance. Collecting the data for reports and dashboards have 
grown complicated, as the transaction processing is distributed onto number of 
servers in ‘farms’ for the sake of performance, robustness, security, or regula-
tion. This calls for careful governance of metadata to maintain the validity, in-




Figure 1  Well-structured data approach for managing organizations - transac-
tions, ETL, DW, OLAP for BI (Informatica, 2014) 
But the problem is growing worse: the data is increasingly collected not only 
from number of sources, but with growing variety in ill-structured formats.  
This is depicted in Fig 2. below: The data flows in from sensors, web-shop 
forum discussions, and other networked partners in real time. So why to bear 
these complications? The fact is that this ill-structured information is considered 
most valuable for enhancing prediction capabilities and situation awareness of 
the company, and the prospects for business intelligence lies in the advances in 
automated big data analytics and artificial intelligence.  
As the volume, variety and velocity of this information grows, we have two 
choices dealing with the situation: we either have to decide and plan, which 
information to keep, or which information to dispose, because preprocessing is 
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a burdensome task without automated cleansing and carefully analyzing the 
feedback to alter the governance of data (as suggested in Figure 2 below).  
For data that we use directly on dashboards we have different techniques than 
for the data to move to OLAPs. These techniques require norms which come 
both from analytics or policies, or conventions of data use. Here I’d like to re-
mind the consequences of changing the management accounting philosophy as 
an example: a move from cost-budgeting to target costing, or lean management 
accounting, needs changes both in the capabilities of people, governance and 
actual implementation of the information systems in relation to other systems. 
 
 
Figure 2 Data platform and reporting (adapted from Informatica, 2014; Hadoop, 
2011) 
To be more specific on the multi-format data, it means a variety of video, 
audio, texts and their combinations that may stay resident, or vanish. The latter 
originate increasingly from open data sources, or social media, and require so-
phisticated data acquisition cleansing and analysis methods. This is especially 
the case with real-time external information (the clumsy-looking green arrow at 
the bottom pointing to live events and BI-dashboards), which typically are re-
ferred to as increasing velocity of information accumulation from point-of-
sales, sensors and variety of external on-line sources.  
 As the use of on-line systems for legally binding, non-repudiated transac-
tions grows, it is crucial to authenticate persons, their eligibility, financial 
soundness, or authority from key master data repositories. A good example of 
the practical importance is shared guardianship of a child in the case of divorced 
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and remarried parents, who reside another municipality, province, or country, 
but representing the kid in request for services. How can the transacting parties’ 
information systems identify the parties? Who is the true representative for the 
child, and where are the services needed in alternating weeks? How are these 
reported back correctly for managerial decision taking? These are complications 
stemming from the increased complexity of society, including business, which 
the information systems are expected to be able to track, and report back for 
managerial decision making. As Granlund et al., (2013) put it:  
 
“This may be due to the fact that modern IT has to be mediated 
forcefully before it is transformed into modern M[anage-
ment]C[ontrol]. It does not, for example, follow from adoption of 
integrated enterprise systems that firms adopt Activity-Based 
Costing, Balanced Scorecards, or other strategic accounting. IT 
and MC are more loosely coupled.” 
 
So, what I suggest, is that the fields of management accounting and infor-
mation systems should start a dialogue on the governance of the creation, trans-
fer and management of data in the above depicted landscape. This is needed not 
only for management control purposes, but for facilitating more widespread use 
of data, where a good design is determined by the agility and responsiveness of 
the business. The dialogue could be structured based on the elements of data 
architecture and information governance. The two figures below (Cupola, 2014) 
are closely interrelated, and include a lot of points to agree upon the schools of 





Figure 3 & 4 Governing networked, platform based data (Cupola et al., 2014; DLA 
Piper, 2017) 
Data governance, i.e., evaluating, directing and monitoring management of 
data and the use of data and data-related resources, refers to the articulated, es-
poused policies and managerial activities of keeping the outer rim activities in 
sync. These activities are (adapted from Cupola, 2014 Data Management 
Body/Book of Knowledge, figure 3. on the left above): 
 Data Architecture for well-structured data and other data-related re-
sources as an element of Enterprise Architecture.  
 Data Modeling & Design consisting of analysis, design, building, test-
ing, of data and maintenance (Development part of the DEVOPs itera-
tive & agile development and operations cycles) 
 Data Storage & Operations for the deployment, operations, and man-
agement of physical data assets, managing operating (the OPs of 
DEVOPs). 
 Data Security ensuring confidentiality and appropriate access to data. 
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 Data Integration & Interoperability: extraction, transformation, move-
ment, delivery, replication, federation, virtualization and operational 
support and conformance to international/national/industry/corporate 
architectural requirements. 
 Documents & Content are about storing, protecting, indexing, granting, 
and enabling access to data found in unstructured sources (both manual 
and digital) and making this data available for integration and interop-
erability with structured (database) data. 
 Reference & Master Data means managing open and shared data repos-
itories to reduce redundancy and ensure better data quality through 
standardized definition and use of data from authorized sources. 
 Data Warehousing & Business Intelligence consists of managing 
OLAPs, and dashboards for reporting and analysis. 
 Metadata collecting, categorizing, maintaining, integrating, control-
ling, managing, and delivering metadata of the whole data architecture. 
 Data Quality requires defining, monitoring, maintaining data integrity, 
and data quality 
The above list is devised in the era of well-structured data in intra-organiza-
tional business processes, mainly under the direct control of the organization, 
and is still the prevailing data management practice. However, nowadays much 
if not most, of the business-critical data hovers ‘in the cloud’, not in the base-
ment. Figure 4. illustrates the actions for governors of data to take (above, on 
the right, adapted from DLA Piper, 2017), when the data is distributed and fed-
erated between parties: 
 Integrated privacy policies. As the companies are acting as a network 
residing in multiple locations, all vested parties should commit to and 
implement privacy policies. 
 Security procedures expand the Cupola et al., (2014) Data Security 
with the mechanisms of identifying breaches and providing audit-trail 
for forensics. 
 Data retention procedures refer to declaration and protection of data 
ownership, and procedures to recover from data disasters and security 
breaches. 
 Data sharing/vendor agreements is contracting and implementing the 
above three issues (e.g. with model contracts adjusted with corporate 
policy). 
 Intra group data transfers has grown in importance, because of dis-
tributed computing, nomadic work and dynamic networks. Relevant 
data must be provided to multiple locations, devices and purposes. 
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 Introducing DPO, Data Protection Officers and Privacy-by-design as 
guiding principle for reporting/drilling the data. The New General 
Data Protection Regulation mandates these.  
 Routine audit, training and cultural awareness. 
The lists above are just the instant remedies to start with for urgent, practical 
challenges of providing necessary information for managing digitalizing com-
panies (and public organizations). In information systems genre we see even 
more fundamental issues lurking around the corner to suggest more co-research 
with management accounting and accounting information systems, such as the 
consequences of encapsulating data and processes as on-demand micro-services 
and changing the dominant way of thinking from master data/golden records 
towards federated data models. 
As Granlund et al., (2013) stated, many of the aspects above are interrelated, 
but not in sync without effort and the same applies to management accounting, 
accounting information systems and information systems science in general. I 
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Executive Compensation:  








Executive compensation, so overwhelmingly rewarding the CEOs of listed 
firms with shares, options, more options, and even more options. 
 
Money, money, money in the executive’s world! 
 
We have taught our B.Sc., M.Sc. and MBA students in accounting and fi-
nance classes – we need shares and options to assure success of firms – and they 
learn fast: money aligns the interests of shareholders and managers, the stronger 
the tie, the better. Only the sky is the limit! Correct? 
Incorrect!! Even executives have limits, thanks to the burst of the New Econ-
omy Bubble and Subprime Mortgage Crisis, the executives’ sky has got cloudy 
limits, and there ain’t no rainmakers anymore for the CEOs. FAS123r and 
IFRS2 have enlightened shareholders about how expensive these shares and op-
tions really are, and Basel III with its excessive bureaucracy limits the pay struc-
ture in the finance industry and shareholders have a say over CEOs’ pay. What 
a dramatic change – corporate boards comprised of entrenched CEOs are not 
alone in the world, sharing wealth with each other – they now have to consider 
public opinion, Thomas Piketty and salt-water economists saying CEOs are 
lazy, greedy and bad! 
In Finland, are we immune to greedy, evil CEOs? Surely not if you believe 
in Helsingin Sanomat. Look at the top executives of Fortum in mid-2000s, and 
if you still believe in Helsingin Sanomat, even later, every single year, we have 
those underperforming CEOs with great rent extraction. 
As politicians see a problem, which even they can solve, they solve it – with 
more regulation and even more regulation. Our Finnish state is an expert in this; 
1994, 1998, 1999, 2000, 2004, 2006, 2007, 2009, 2012 and finally 2016, over 
and over again, new remuneration guidelines for state-owned firms, where new 
rules were just added to the list of old ones. 
Just take a look at the new guideline issued in 2016. After so many rounds of 
guidelines, it should by now embody many wise thoughts and smart words for 
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promoting the success of state-owned firms. Words like strategy, competitive 
advantage and motivation should be frequently mentioned. Markus, use the 
“find” command and surprisingly you’ll come up with zero hits. This is a dis-
mally small number for such important words, though politicians must be proud 
when saying that the word “reasonable” yields four hits.  Less can be said for 
the success of firms. It is more important to say “no” to stock options. Politicians 
are serious, sadly serious when it comes to stock options. 
 
Optionbusters 
If there's too much money for the CEOs,  
Who you gonna call? Politicians! 
If there's a lot of options and it don't look good, 
Who you gonna call? Politicians! 
 
This poor remuneration guideline has totally overlooked the very essence of 
executive compensation – to improve the competitiveness of firms and promote 
the implementation of company and business strategy. The long list of unfortu-
nate remuneration guidelines compiled by our beloved Finnish state are exam-
ples of the unintended consequences of executive compensation, as these exec-
utive compensations are perceived to have unwanted outcomes – too much for 
too few. Alas, for politicians, elimination of high compensation is more im-
portant than the economic success of their firms. 
Public discussion and these guidelines have their own logic, which is fully 
alienated from the original purpose of executive compensation. How have we 




CEOs search for success, 
They sacrifice their time and mind for profit 
Success rewards, CEOs get their own pay 
 
Politicians search for voters, 
They sacrifice CEOs and their options for votes 
Voters reward, politicians get their way 
 
Voters search for politicians, 
We sacrifice our votes and success for envy 
We loose, we get what belong to the fools. 
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Markus, with the help of our dear friend Anthony Giddens and his excellent 
book “Consequences of Modernity”, we untangle the reasons and both intended 
and unintended consequences of executive compensation with some illustrative 
examples. 
 
Episode 1: Current practices – A positive story 
Theory 
Take a look at the most powerful theory in the world, agency theory, dominating 
both theory development and the empirical research of executive compensation 
for the last forty years. What does agency theory assume about executives? The 
theory assumes them to be lazy, opportunistic, risk averse and sometimes in-
competent. 
 
The lazy agent 
Lazy man, no time 
Risk aversion, all is mine 
Owners’ choice, should be fine 
 
For the owners, this kind of executive is a problem, and agency theory helps 
us to understand both the nature of the problem and how to solve it. If owners 
do not do anything to protect themselves, executives will do what they want, 
and even after all possible measures have been taken to eliminate executives’ 
self-interest activities, owners cannot totally mitigate the misbehavior of exec-
utives. All these protective activities of the owners are costly; agency theory 
refers to these as the costs of monitoring and bonding, with the ultimate execu-
tive misbehavior leading to residual loss. 
Our interest focuses on bonding. Owners can mitigate agency costs by estab-
lishing an appropriate bond between the owners’ and the executives’ interests. 
In the world of agency theory, this would mean money - appropriate incentive 
contracts. To align owners’ and executives’ interests, pay should be perfor-
mance-based. For this purpose, the boards of directors (read as owners’ repre-
sentatives) use high-powered incentives, such as stock options, to increase 
CEOs’ pay-for-performance sensitivity. This is especially important when the 
expected agency costs are high – business is complicated, information asym-
metry between management and owners is high, and controlling activities are 
costly to organize. 
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We as academic teachers use this kind of agency theory in our classrooms, 
and some, even most of our students – bachelor’s, master’s or MBAs – adopt 
this propaganda as given and as the whole truth. After teaching agency theory 
for the last four decades, we academicians bare at least some responsibility for 
such extensive use of share-based compensation. In fact, we say normatively 
that it would be irresponsible for owners and the board not to use high-powered 
incentives for executive compensation.  
 
The real writing on the wall 
We just need some education 
We just need some thought control 
Bright sincerity in the classroom 
Teachers let students learn to think 
Hey teacher let students learn to think 
All in all they see the real writing on the wall  
Application 
For those who learnt and believed in agency theory, it would be wrong not to 
adopt stock options for executive compensation purposes. You are a good owner 
and a member of the board of directors if you adopt stock options as an integral 
element of executive compensation. For sure, executives were not against hav-
ing stock options. 
Owners, boards and executives were not alone with their ideas of stock op-
tions. It is not very easy to construct a stock option system, thus help is needed, 
and for sure, help is available. Compensation consultants were ready to help 
owners, the board and executives to find a suitable package of stock options – 
amount, strike price, time to maturity, time to expiration and the executives who 
will get them.  
Not surprisingly, stock options were first adopted in the US following the 
logic of agency theory, and later in Finland, becoming a common practice in 
listed firms in the late 90s. We had our own consultants for helping listed firms 
to implement these systems. 
From the world view perspective provided by agency theory, the compensa-
tion consultants and members of the board of directors were doing a good job 
in adopting new instruments, stock options, which would align owners’ and ex-
ecutives’ interests, thereby increasing the competitiveness of their companies. 




What a CEO’s world 
 
I see money so green, options so good 
Bringing some wealth for me and you 
And I think to myself what a CEO’s world 
 
I see skyrocketing shares and agents working hard 
The success blessed day, the owners’ pay day 
And I think to myself what a CEO’s world 
 
The workers of the firms so happy they are 
Without options they are just doing so fine 
I see CEOs shaking hands saying how do you do 
They’re really saying I love you 
Consequences 
The first round of stock options was adopted in Finland in the late 80s but only 
after the liberalization of foreign ownership. There was a major boom in stock 
options. Foreign investors were pushing Finnish firms to adopt them, and we 
wanted to please them, as well as to attract foreign money into capital-poor Fin-
land. 
At the beginning, we seemed to have adopted a new great tool for bring about 
business success: Raision Yhtymä would be bringing a new innovation, stanoli 
esteri, a cholesterol reducing substance, into their products, and Nokia did like-
wise with the new rise of the Finnish high-tech industry and a fairy tale of mo-
bile phones. Both firms were early adopters of stock options, and the outcome 
was excellent for the firms, society and executives. 
Unfortunately, the second round of stock options did not have as happy an 
ending. The strong belief in getting rid of economic cycles in the new era of 
digitalization, led eventually to the burst in the new economy bubble, bringing 
in its aftermath a dramatic drop in stock prices. We asked ourselves, did execu-
tives really believe in what they were doing, and whether stock options would 
really bring business success and long lasting wealth to the society or only to 
the executives? Executives benefitted from the short run peaks in share price. 
We saw luck, deteriorating stock prices and abroad drastic manipulation of ac-
counting figures. Were stock options and newly rich executives reason for boom 
and bust and was it fair that some executives got extremely rich while long-term 




Short long, short long 
What is the time horizon 
Manager and society in a great competition 
For the manager, peaking share price leads to selling decision 
For the society, the only valid is a long position 
 
We got a tool, stock options, which surprisingly did not solve agency prob-
lems. Public opinion turned against stock options. They said, instead of bringing 
additional wealth to society, they just increased the prosperity of the rich and 
extended the wealth differences in society. Thus, it was fair to ask, what are the 
positive outcomes of stock options and who pays them? The stock option itself 
became a new agency problem. 
Who pays stock options? This question was asked, as nobody saw such ex-
penses in the income statement. We need more transparency, owners voiced, as 
they realized that they had paid the bill without properly understanding it. Poli-
ticians agreed. As a consequence, new accounting standards were introduced to 
increase transparency, in the US FAS123r and by IASB IFRS2. Thereafter, 
owners knew how much stock options would cost them, thus reducing drasti-
cally any interest in using them. 
 
Out of owner’s pocket 
Out of mind, out of sight 
In the books, how it looks? 
Far too big, make owners sick 
 
In Finland, there were very critical discussions in the press concerning stock 
options, as well as the increasing wealth differences within firms and society. 
For politicians, this was a very sensitive topic. As a consequence, the compen-
sation guidelines for state-owned companies banned the use of stock options as 
an instrument for compensating their executives. 
Due to public pressure, the board members of major listed firms did not even 
dare to issue new stock options, though they still perceived them as good solu-
tions to solve agency problems. 
What went wrong? 
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Episode 2: Provocation 
Applications 
Let’s move back from the consequences to the applications. 
Assuming that the simple agency theory is correct, we immediately find in-
teresting evidence of how stock options have been adopted in Finland. We 
adopted them with the help of a copy paste function from the US.  Thanks to 
the consultancy industry, the stock option contracts closely resembled those in 
the US. We did not properly understand the reasons for adopting options with 
specific features. These reasons included  
1) The subscription price of stock options were set at the money. In the US, 
you did not have to report them as expenses in the financial statement if the 
options are priced at the money. In Finland, we did not have such a reason 
for at-the-money pricing. 
2) The amount of stock options issued to executives was extensive. In the US, 
executives typically have a pension-based debt position in the company-
specific pension fund. To encourage executives with this long-term debt to 
undertake risky activities, which would promote shareholders’ interest, 
shareholders issued extensive stock option programs. In Finland, since ex-
ecutives do not have such a pension-based debt position in the firm, we did 
not have such a reason for issuing large amounts of stock options. 
 
Help of consultants 
Help, I need more money 
Help, not just anybody 
Help, you know I need more money, help 
 
When I was on board, so much younger than today 
I always needed help by Alexander Pay 
But now these days are gone, I feel so f…ing good 
Copy-paste yes it worked and options did good work 
 
Thus, these properties were adopted in Finland for stock option programs, 
albeit without any real justification. No wonder we had a public outcry against 
stock options – Finnish firms and their shareholders tried to solve severe agency 
problems, which existed in the US but not in Finland. 
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Theory 
Let’s go back to the theory and ask, what is wrong with the agency theory? 
First of all, I have to say, that agency theory is beautiful, I love and hate it at 
the same time.  
Love: For the academic researcher, agency theory is an intellectually fasci-
nating theory. You can construct and derive exact analytical models, adding new 
elements, studying new situations or instruments, and constructing controllable 
rigorous reality, which nicely fits to the positive worldview of most researchers. 
This analytical world helps you to create testable hypothesis and predictions, 
which are possible to test with large data sets of executive compensation and 
firm-specific variables. We love this kind of theory. It looks like science! 
But the standard agency theory is also a very simplistic theory, which as-
sumes that executives are effort and risk averse, executives’ time preference 
follows exponential discount function, executives are solely motivated by the 
money, and that their effort and motivation increase monotonically with addi-
tional reward. In addition, standard agency theory is only a one-round game, 
where decisions and choices are made only once and ultimately there is only 
one outcome. Finally, agency theory is an analytical model, which explains the 
direct relationship between the reason and consequence, undercontextualizing 
firms, executives and their compensation.  
 
Agency problem 
I don’t live twice 
You should it memorize 
Give me a financial incentive 
That will be my only motive 
I give you all, I leave behind 
But I take it all, if you are too kind 
 
Hate: We hate theories that do not properly explain reality, and it is therefore 
no surprise that standard agency theory is such a theory. It does not properly 
explain current practices and their outcomes. Variables based on agency theory 
frequently explain only 1 % or less of all the variation in a dependent variable. 
Natural scientist friends would laugh at us and our agency theory. 
To conclude, we have a bad theory and bad applications. Should we become 
depressed? Quite contrary, especially as a researcher and even more as a con-
sultant, this is good news. It would be easy for us to move forward – in principle. 
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Episode 3: Avenues to move forward 
Theory advancements 
A collection of assumptions is the key ingredient of every theory. In the agency 
theory, we apply assumptions, which are very feasible for deriving a hypothesis 
based on rational behavior, though they describe better the character of Mr. 
Spock, than that of a human being. Thus, we can apply more realistic assump-
tions, resulting in theoretical outcomes that would have more predictive power. 
Some work has already focused on the life time of an agent, the key assumptions 
of the agent character (Pepper and Gore) and the nature of the owner, business 
and corporate governance bundle. 
First, assuming more than one period of a lifetime. In agency theory –
based models, where executives live several rounds, fixed salary plays a more 
important role at the expense of stock options or other share-based systems. In 
contrast to those models in which the agent has only one period of life, a fixed 
salary would not have any role. Sounds like a major improvement. 
Second, assuming that both intrinsic and extrinsic motivation as well as 
crowding out will take place at a certain compensation level, we naturally find 
out that it is not all about money – there is no linear relationship between moti-
vation and the level of compensation. Extensive stock option plans for execu-
tives do not provide additional motivation. Due to crowding out, stock options 
lead to a contrary outcome: they lower executive motivation. 
Third, assuming that executives are loss averse instead of risk averse when 
“earned” money is at stake, this would result in loss averse behavior if stock 
options are in or even deep in the money. Naturally, the opposite is the case with 
out-of-the-money options. 
Fourth, assuming that an agent has a hyperbolic discount rate instead of an 
exponential discount function, lowering the value of long-term compensation 
would make a long-term contract less attractive, and if they were used, you 
would have to put a lot money on the table. 
Fifth, assuming that executives are inequity averse would mean that execu-
tives as well as other employees want to have a fair share of their output as 
compensation. Having the right reference group matters, regardless of whether 
they are your peers, immediate subordinates or superiors. Inequity aversion 
leads to the need to have a similar level of compensation as others based upon 
a similar output. Thus, variation in the compensation systems of executives or 
employees should be somewhat similar in similar kinds of companies. Inequity 
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aversion works in both ways. If you earn too little, you feel undervalued. Simi-




An agent has qualities very normal 
Searching for competence, belongingness and freedom 
Taken good care by principal 
Giving her motivation, encouragement and control 
 
But it is not just executives, at whom we need to take a second look. We also 
need to redefine owners, firms and corporate governance. 
First, assuming that for different kinds of owners with divergent goals and 
interests. Family firms have a long-term perspective with all eggs in the same 
basket, the state has a political interest based on a broader range of stakeholders, 
banks also have a stake in the form of loans. These owners are all very common 
around the world, even in the promised land of agency theory, the U.S., and 
these owners thus have very critical viewpoints on stock options.  
Second, assuming that different kinds of companies will vary in terms of 
their resources, stage in the life cycle and their strategy. These contextual ele-
ments make companies look different as well as have divergent needs and op-
portunities for offering stock options to their executives.  
Third, assuming that corporate governance bundles with complementari-
ties and substitutions would mean that owners also have other means to control 
and assist executives in their work, not only compensation systems or stock op-
tions. Companies are surrounded by legislation and corporate governance 
codes, board of directors, disclosures and risk management, i.e. other institu-
tions of corporate governance. Why would executives have the privilege of 
stock options, if a major owner can monitor executive behavior in the board of 
directors? 
These advanced theories and approaches help us to better understand current 
executive compensation practices, including the use of stock options, and help 
us to develop even better executive compensation systems, in which stock op-
tions would most likely play some role even in the future. 
 
Researcher’s dilemma 
Owners and bundles work together 
This is the way things work for ever 
 
But poor researchers do not recognize 
They still live in their own paradise 
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What can we do to make things move 
Adopting new, removing old? 
Easy to say, difficult to hold! 
 
Results look complex 
Editors have reflex 
 
Send paper in, soon reject is out 
Researchers should have major doubt 
 
Believing in theories fresh and good 
Should keep us in the perfect mood 
Applications 
We need to empirically evaluate how good compensation systems are and when 
they really work, for what kinds of firms and with what kinds of other institu-
tions of corporate governance. 
This understanding should then be used to educate compensation consultants, 
members in boards of directors and company executives and most of all our dear 
students. We should encourage our students to understand not just analytical 
means to deduce a perfect executive compensation solution for an unreal world 
in another galaxy, but also to make a more holistic, critical and professional 
perception of the role of executive compensation as one institution of corporate 
governance, and thus to develop better executive compensation practices. 
For consultants, this would mean solutions that would  avoid a “one size fits 
all” philosophy. In addition to developing a strong background in economics, 
finance or accounting, we need to instill a broader perspective to aid our stu-
dents in understanding the motivation structure of executives. Not an easy task, 
but nevertheless plausible.  
Where did we begin this story? From the fully alienated discussion on stock 
options and executive compensation. Thus, the currently miss-specified 
agency theory and bad adoption of it have led the public discussion astray, 
focusing solely on fairness and a reasonable but competitive level of compen-
sation instead of a strategy and its implementation or firm success. 
Unfortunately, the outcome of executive compensation from the performance 
perspective is rather sad, and has hardly had any positive effect on performance. 
But this could also be the outcome of miss-specified and misleading theories as 
well as bad adoption of these theories. In fact, it would have been a miracle if 
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compensation systems constructed accordingly would lead to any positive out-
comes. The public outcry is well deserved! 
Any changes to control this juggernaut? 
We should dream about a change in the public discussion, i.e. how we talk about 
executive compensation. Instead of talking about a reasonable level of compen-
sation, we should talk about how executive compensation has become a com-
petitive advantage for Finnish companies. 
Further, instead of discussing the elements of compensation systems, which 
of these should be allowed or restricted, we should talk about how compensation 
systems assist in strategy implementation as a crucial element of a corporate 
governance bundle and management control package. 
There is probably still some hope for the future, even though there is a major 
seed of truth in agency theory.  
This remains to be seen, Markus! 
 
From misery to victory 
Miss-specified theory 
Misstake to apply 
Missing public outcry 
 
Building new theories  
Helping boards with incentives 
Aligning them with strategies 
 
Giving them for consultation  
Creating better compensation 
Including stronger motivation 
 
Meeting public opinion 
 
Markus, this is our mission! 
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Institutional Perspectives on 
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Please, count me in 
I’m counting on 
Accounting 
Until I’m counted out 
 
It’s not personal 
Business as usual 
Just institutional 





Our Journey in Academic Life 









In order to celebrate your 50th birthday, I wrote a few Haikus about our journey 
in academic life. They are in chronological order, to an extent possible. I hope 
they are quicker to read than an average accounting article. Regarding the mag-
nitude of food for thought, or enjoyment, I leave it for you to judge. 
 
Young Markus turned 
a blind eye to plagiarism 
Allowing for friendship 
 
Exodus to IT 
What on earth got you there 
Home sweet home 
 
Cadillac and gym 
Mountains in Phoenix so beautiful 
Friend, learning accounting? 
 
Blue sky, lush forest 
Waking to Sound of Kookaburra 
Choice rational? 
 
Days at conference 
Evenings few beers with mates 
Home it’s called work 
 
Why study accounting 
Who benefits, when and how 




There is an argument 
On the other hand, says he 
True scholar at work 
 
Turning upside down 
With his funny Turku dialect 
Entertainer by virtue 
 
University administration 
Is that why we came here for? 
Why are the best on duty? 
 
Jogging and laughing 
Avoid those to die young my friend 
Share a run with me? 
 
 




A Short History (and Critique) of Management 
Accounting Research Over the Past 40 Years 
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I have been a professor and active researcher in the management accounting field 
for 39 years. When doing my research over those years, like the proverbial frog in 
the pot of water that is gradually getting hotter, I really didn’t notice much change. 
I just got involved in one project after another. But when sitting back and reflecting 
about what is different now vs. 40 years ago, it is easy to discern that dramatic 
changes have taken place. 
 
Methods and topics 
Certainly the predominance of particular research methods has changed. Back in 
the 1960s and earlier, field research was the dominant form of research. Many 
research-oriented academics stayed in touch with practice, some through consult-
ing or even temporary work assignments, and others through active involvement 
in professional associations. They then reflected on what they observed. Bob An-
thony (Harvard) was a good example of this kind of academic. Bob worked for a 
time as Under Secretary of Defense (Comptroller) in the U.S. Defense Department. 
He did not publish any papers with mathematical notation, but he published theo-
retical work on a wide variety of topics, including management accounting, man-
agement control systems, and accounting in not-for-profit organizations. He wrote 
books; 27 of them! His 1965 book Planning and Control Systems: A Framework 
for Analysis is still regarded as a seminal work in this field. 
When I entered the academy (1978), empirical research in management ac-
counting was in its infancy. The seminal article by Ball and Brown, published in 
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1968, led to major changes in methods of doing financial accounting research on 
archival data sets. Similar effects on management accounting research lagged a bit. 
Among the early research that influenced my dissertation focused on budgeting 
were Bruns and Waterhouse (1975) and Swieringa and Moncur (1975). These 
works would not stand up to the academic reviewers of the 21st century, but back 
then much of what researchers were doing was trying to figure out what variables 
were important and then how to measure them. 
Survey research was popular in management accounting in the 1980s and 1990s. 
It provided a good way to build databases descriptive of real world practices that 
were large enough to detect the statistical significance of findings. But that method 
gradually fell out of favor, due mostly to concerns about the validity of measures 
and common method biases. The survey method has had a slight resurgence in 
recent years, but it has not regained the prominence it had 30 years ago.  
I also observed firsthand some research topic dead ends. In the exploratory 
budgeting research, for example, budgetary participation always appeared in  the 
factor analyses and principal components analyses as among the variables that “ex-
plained the most variance” in budgeting practices. However, the many, many stud-
ies that followed trying to figure out the antecedents and consequences of budget-
ary participation did not yield many insights. That variable is embedded deeply in 
firms’ practices, but it is not an explicit management decision variable, and it is 
related in complex ways to many other variables. The two-way interactions (i.e, 
participation x something affecting an outcome variable) were not stable. Many 
three-way interactions, created by adding another moderating variable, were found 
to be statistically significant but also unstable across settings. The findings were 
impossible to understand, and they did not aggregate. Eventually the focus on 
budgetary participation died out. 
In recent years, to get published in one of the major North American accounting 
academic journals, at least, the papers have to look very traditional. It is almost 
necessary to start with a theory, have an empirical method that stands up to close 
scrutiny, and have statistically significant findings that support the theory. How-
ever, it is difficult to obtain data in many areas in which we would like to do re-
search. Data regarding costs and personnel evaluations, for example, are sensitive, 
and many companies do not want to share them. In addition, in many organizations 
the ranks of the finance organizations, have been thinned, so it is more difficult to 
get access to the key people in the organization. 
These data challenges have had major impacts on the types of management ac-
counting research being done. Empirically-oriented management accounting re-
searchers have understandably focused their research in areas where they can get 
data. Just as a prominent example, new required disclosures about the compensa-
tion packages of the top-five executives in firms whose shares are publicly traded 
have led to the creation of new databases (e.g., ISS’s Incentive Lab) which, in turn, 
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has led to tremendous growth in research focused on top management compensa-
tion.  
I would argue that there has actually been too much growth in this executive 
compensation area. We have learned a lot about how compensation packages are 
designed for these few people at the top of their organizations. But, because we do 
not have much access to the decision makers, such as board compensation (remu-
neration) committees, we have not learned much about the “why” or “how” ques-
tions; that is, why the compensation packages were designed as they were or how 
the design processes unfolded. And in the meantime, of course, with all of this 
research talent focused on this one topic, many other worthwhile research issues 
are being ignored. These issues even include the design of compensation packages 
for people lower in the organization, which are quite different. 
The other major trend in management accounting research is the move to ex-
perimental research. My casual observation is that in recent years perhaps as many 
as two-thirds of the students attending management accounting doctoral consortia 
in the United States are focusing their research on the experimental method. Ex-
periments are certainly a valid research method. They allow for tight controls that 
help ensure that the findings are caused by the few manipulations being made by 
the researcher. However, in another sense, the trend toward experiments is a retreat 
from reality. Will those experimental findings hold in the real world? In many 
cases, the answer is probably no. Paying subjects $12, rather than the guaranteed 
$8.00, for their good performance in an experiment task of an hour or so, does not 
provide the same risk and motivation faced by someone in the real world whose 
ability to pay their monthly rent is in doubt. I would trust the experimental findings 
more if someone could find similar results in some real world settings. But few 
attempts are made to replicate the experimental findings in the real world. 
Experiments aside, probably the #1 skill for an empirically-oriented manage-
ment accounting researcher to have in today’s world is in getting access to data 
that no one else has. Having access to proprietary data is like a goldmine; it can be 
mined at the researcher’s own pace, with little concern about getting “scooped.” 
Most management accounting research topics have proven to be timeless, unlike 
those in some other accounting-related fields, such as information technology. But 
seemingly few management accounting researchers have the contacts and skills 
needed to develop good sources of real world data. 
 
Contributions made 
Where has our research over the past 40 years gotten us? I think it has yielded quite 
a few “micro” findings. We know, for example, that 
 Some costs are “sticky”; 
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 All performance measures that are “informative” should be used in evalu-
ations, unless their use costs too much; 
 Incentive systems are used for multiple purposes, including motivation, 
attraction and retention; 
 Budgeting systems are used for multiple purposes, including planning, re-
source allocation, and personnel evaluation; 
 Most budget targets are set to be relatively highly achievable; 
 Relative performance evaluation has some significant advantages if it can 
be used (but most firms cannot find a suitable peer group for comparisons); 
 and so on. 
All of these findings are derived from an understanding of how actual practice 
works. We academics have figured out how to measure the relevant variables and 
to show the relationships between and among them. In doing so, we have added 
empirical findings to the scientific knowledge base. But smart practitioners prob-
ably already knew, either explicitly or implicitly, what we have documented.  
What have we academics contributed that is really new? How have we contrib-
uted to the advancement of leading edge practice? Some might argue that contract-
ing theory, which was recently deemed worthy of a Nobel Prize, and agency theory 
can make this claim. I am skeptical. I have never heard a practitioner marvel at the 
value of insights of works written by information economics academics. Agency 
theory added some new jargon, such as agent and principal, decision rights, ad-
verse selection, and moral hazard, to our vocabulary, and it focused some attention 
on some important variables, such as information asymmetry and relative risk 
aversion. But again, I don’t think this line of research has influenced practice 
much.  
My point is that with perhaps with only rare exceptions, management account-
ing practice is ahead of academic theory. This conclusion should not be surprising. 
There are many more practitioners than there are academics; the smartest practi-
tioners are probably at least as smart as the smartest academics; the stakes are 
higher for the practitioners; the practitioners are more in touch with the situations 
in all their complexity about which decisions have to be made; and they can devote 
more resources to the solution of their problems. If there are innovations to be 
made, the practitioners are in a better position to make them.  
Academics’ and practitioners’ objectives are also different. Academics are in-
terested in making broad, general statements, such as “the correlation between var-
iable x and variable y is .23, and that is statistically different from zero with a 
probability of less than .001.” If there is no statistical significance, then the evi-
dence is written off as merely “anecdotal,” and/or the rigor of the research method 
is called into question. On the other hand, practitioners want to know what works 
best in companies facing situations quite similar to theirs, and there might be only 
three such companies in the world. It is easy to see why the practitioners are not 
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particularly concerned with statistical significance, if they are concerned with it at 
all. 
 
A usefulness hierarchy of research contributions 
So what can we learn from this quick look back at history? What should we man-
agement accounting academic researchers be doing? I propose to provide an an-
swer to this question by presenting a hierarchy of types of research ordered in terms 
of usefulness. What makes research useful? The academic journals’ definitions of 
usefulness revolves exclusively around contributions to theory. If the findings are 
deemed to be valid, if they contribute to theory, and if the topic of the paper fits 
the journal’s mission, then the only remaining debate is regarding whether the con-
tributions to theory are of a sufficient magnitude to warrant publication in the jour-
nal. But management accounting is an applied discipline. It should be helping prac-
titioners to solve their problems. Journals seemingly do not care about that. 
I will propose a five-tiered hierarchy of research usefulness as it applies to man-
agement accounting research which, I propose, should considered more by aca-
demic journal editors. I will start at the bottom, by describing the least useful con-
tribution we can make with our management accounting research. 
5. Replications 
Perhaps the least useful type of research that can still be considered to make a 
research contribution is a pure replication of prior findings. Replications do pro-
vide a contribution because if the prior findings are supported, we can now be more 
sure that they are valid. However, we really do not learn anything new. Since it is 
generally recognized that pure replications do not much of a contribution, few ac-
ademic journals will publish them. 
4. Quantifications of the Obvious 
Slightly better on the usefulness hierarchy are studies that quantify the obvious.  
They are studying relationships that are widely believed to exist, but those rela-
tionships have not been demonstrated empirically. A theory, often derived from 
not much more than common sense, is presented and, not surprisingly if the paper 
was published, the data support the findings. Often these studies conclude simply 
that a given theory (e.g., prospect theory, cognitive dissonance theory, institutional 
theory) describes the phenomena well. These types of papers are common, and 
almost all of the papers of this type published in the major North American journals 
prove their point with impressive statistical significance. 
I do not rank these studies as very useful because we do not actually learn any-
thing from these papers; they do not change our prior beliefs. We might have more 
confidence that our beliefs were correct, but if we were already confident, then 
46 
 
almost nothing is changed. A good example is the now long line of research fo-
cused on earnings management. Many papers published in the last 30 years have 
demonstrated that managers manage earnings in many, many ways. But we knew 
that even before the first of these papers, using increasingly sophisticated statistical 
analyses, was published. 
3. Theory Refinements 
Most of the best of our academic research provides some refinement of theory. 
One common approach is to test an existing theory in a different setting. If some 
of the findings are surprising, then the researcher can propose modifications to the 
theory, perhaps by adding a new mediating or moderating variable. Because the 
findings are not mere quantifications of what we already knew, we learn from these 
studies. They are useful. 
2. New Theory 
Much more rare are studies that contribute new theory to the literature. The best 
of these studies find, document and explain leading-edge practice. These new ideas 
are introduced to the research literature, when they can be refined over time by 
other researchers. They can also be presented to practitioners whose firms are not 
on the cutting edge of practice and to students who will learn from the descriptions 
presented in textbooks. 
Over the past 39 (or so) years, how many examples of these types of useful 
contributions can be cited? Not very many. I think there are only two, or maybe 
three, major breakthroughs in management accounting theory in this period. One 
is the development and refinement of activity-based costing theory. Academic re-
searchers pointed out the inadequacy of the methods being used to assign indirect 
costs to cost objects, including products, services, and customers. Probably misled 
by financial accounting rules, most companies used overly simplistic methods of 
assigning the indirect costs because financial accounting rules allow almost any 
rational system of assignment without concern for the accuracy of the cost data at 
the individual product (or service) level. Further, financial accounting rules are not 
at all concerned about assignments of costs such as R&D and selling and general 
expenses, which are below the gross margin line. Bob Kaplan and his colleagues 
showed the flaws in the systems that virtually all companies were using and the 
fix, which they called “activity-based costing.” When they observed that compa-
nies were having trouble developing and maintaining the ABC systems, which 
could quickly get quite complex, they developed a simpler alternative, called time-
driven ABC. This line of research unquestionably has had a major impact on prac-
tice. 
I think the second area of management accounting research that can claim a 
significant impact on practice is that focused on stylized combinations of perfor-
mance measures, the most famous of which is the Balanced Scorecard. Again these 
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developments were mostly driven by Bob Kaplan, with a different set of col-
leagues. While he was interacting intensively with practitioners, he discovered a 
company doing some innovative things. His research process was first to first doc-
ument and explain the innovation, and then to improve it and spread the practice. 
And finally, Kaplan and his collaborators communicated extensively and effec-
tively both to practitioners and academics. These two innovations are now used in 
some form in most companies, and the topics are core elements of all management 
accounting textbooks and courses.  
Perhaps a third important theoretical development is the field of study known 
as Beyond Budgeting. This field of study evolved from the practices of a few in-
novative firms, perhaps most notably Handlesbanken in Sweden. The study of Be-
yond Budgeting is still at an early stage of inquiry, and it might yet prove to be 
applicable to just a few corporations in the world, those that wish to implement 
this form of radical decentralization and its accompanying set of techniques. But 
it, or some portion of the bundle of techniques known collectively as Beyond 
Budgeting, might yet be explained as a technique that should have broad applica-
bility. That is still an open research question. 
1. Advancement of the State-of-the-art 
Finally, ideally academics should be able to advance the state-of-the-art on their 
own, without learning the ideas from practitioners. These advancements would in-
clude the creation of new theory at the same time they solve real world problems. 
Such contributions happen in many fields, as many new technologies and drugs 
are developed by university professors. Some business interest areas can point to 
similar successes. In finance, for example, the development of the capital asset 
pricing model and the Black-Scholes option pricing model have had significant 
impacts on finance practice. 
But management accounting has none of these types of successes to point to. I 
made this point in a talk given at an American Accounting Association annual 
meeting some years ago. One older professor came up to see me at the end of talk. 
He objected to my conclusion. So I challenged him to give me some examples of 
practice breakthroughs originating in the academy. The only example he could 
think of was the reciprocal cost allocation method. This method uses systems of 
simultaneous equations to give full recognition of the contributions of services 
provided to and from interdependent departments in an organization. It is true that 
this method is an improvement over the step-down cost allocation method used in 
many organizations. It is also probable that this method was developed by an aca-
demic, although from a quick literature search I was unable to determine just whom 
that might have been. I was unable to find any writings in the past 30 years that 
provided any attribution to the developer. Importantly, however, this development 
has proven over the years not to be very important. This method is rarely used in 
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So where do all these ruminations leave us? Certainly we management accountants 
should not abandon all hope of making a significant, useful advancement of the 
state-of-the-art. Maybe some academics will have some useful creative leaps. 
More realistically, however, our best chances for making useful contributions to 
both the academic and practice worlds will come from our staying intimately fa-
miliar with practice, particularly leading-edge practice. Most of us should be to 
trying to find leading edge practice, understand it, explain it, test its applicability, 
improve it if possible, and then spread the word, to the research community, to 
practitioners not on the leading edge, and to our students. 
As a final thought, I want to acknowledge that Markus Granlund has done in his 
career what I think many more management accounting researchers should be do-
ing. He has engaged actively with practitioners as both a consultant and researcher. 
He has studied unsolved problems. He has not shied away from intensive, small 
sample studies of practice. He has refined existing theories in multiple fields. And 
he has written critically about the world of academia. Well done, Markus. Happy 
birthday on this age milestone that you have achieved. And best wishes for many 
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The issue of management accounting change has attracted significant attention in 
the accounting research literature over the past three decades. Empirical research 
on this topic now constitutes a very substantial literature informed by a broad range 
of theories and research approaches (see Burns & Vaivio, 2001; Busco et al., 
2007a; Modell, 2007). A little over a decade ago, Markus and I reviewed the con-
tributions to this literature emerging from the Nordic countries and discussed the 
issue of whether a distinct, Nordic research tradition could be identified (Granlund 
& Modell, 2005). As we celebrate Markus’s 50th birthday, I cannot think of a bet-
ter opportunity to update this review and explore how Nordic research on manage-
ment accounting change has continued to evolve over the past decade.  
In our original review, Markus and I were interested in examining the theories 
and research approaches used to investigate management accounting change and 
the substantive contributions emerging from various strands of research on this 
topic. We defined the notion of management accounting change broadly and in-
cluded studies examining the diffusion of novel management accounting tech-
niques as well as studies exploring the broader organisational processes involved 
in implementing such techniques and changing management accounting practices. 
We also extended the scope of the analysis across a broad range of societal sectors 
and industries. Similar, but more narrowly focused, attempts to identify a Nordic 
tradition in management accounting research and practice have subsequently been 
made by other accounting scholars (Johnsen & Vakkuri, 2006; Näsi & Rohde, 
2007).  
In the present chapter, I will extend this line of inquiry to assess whether there 
is some continuity in the kinds of research themes pursued and in the theories and 
research methods employed in Nordic research on management accounting 
change. I also examine whether new research trends are emerging and how these 
trends compare with broader, international developments in research on manage-
ment accounting change. I start by presenting the analytical framework and proce-
dures which guide the review. I then apply this framework in analysing the studies 
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under review and discuss the patterns in the theories and research methods em-
ployed, the main types of change observed and the substantive contributions 
emerging from different strands of research. Thereafter, I reflect on these patterns 
and discuss the issue of whether a distinct, Nordic tradition in research on man-
agement accounting change is still discernible before offering some brief conclud-
ing remarks. 
 
Analytical framework and procedures 
Given the ambition to extend Granlund and Modell’s (2005) analysis over time, I 
apply an analytical framework which is largely identical to theirs. The chief con-
cern of Granlund and Modell (2005) was to examine the main research themes of 
interest to researchers and the implications of the adoption of different theories and 
research methods for our understanding of management accounting change. In 
their analysis of the choice of research themes and theories, they can be said to 
have taken an interest in the domain theories as well as the method theories em-
ployed (cf. Lukka, 2005; Lukka & Vinnari, 2014). The substantive research themes 
correspond to the use of domain theories, or the distinct sets of knowledge which 
are specific to the domain of accounting. By contrast, method theories are the sets 
of more general knowledge, which are borrowed from other disciplinary areas, 
such as economics, psychology and sociology, to shed light on particular account-
ing issues. In the present analysis, I discuss both types of theories and examine the 
relationship between the choice of theories and the nature of management account-
ing change. Similar to Granlund and Modell (2005), I also distinguish between a 
range of methodological aspect, such as the data sources used, whether the studies 
have a retrospective or real-time orientation, the depth in which the process of 
change is being examined and the breadth of data collection.  
In terms of the nature of change, Granlund and Modell (2005) built on Burns 
and Scapens (2000) and distinguished between three distinct dimensions of man-
agement accounting change; the extent to which change processes are character-
ised by formal or informal change, whether change is of an evolutionary or revo-
lutionary nature and whether the outcomes of change are of a progressive or re-
gressive nature. Formal change refers to conscious, directed and easily observable 
change initiatives, which are often initiated by senior management, whilst informal 
change denotes the more subtle, tacit and spontaneous change processes which can 
emerge in organisations. Evolutionary change displays a high degree of continuity 
and unfolds in an incremental manner without seriously disrupting existing rules 
and routines, whilst revolutionary change is more discontinuous and entails funda-
mental transformations of the social fabric of organisations. Finally, progressive 
change refers to outcomes which are of a mainly benign nature and which largely 
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fulfils the objectives which guide change initiatives, whilst regressive change has 
more unintended and often detrimental effects on organisational practices. Similar 
to Burns and Scapens (2000), Granlund and Modell (2005) emphasised that the 
three dichotomies should be seen as end-points of a continuum and that the same 
change process can involve a blend of formal/informal, evolutionary/revolutionary 
as well as progressive/regressive change as it unfolds over time. 
The analytical procedures are also similar to those employed by Granlund and 
Modell (2005). The literature review is confined to empirical research papers pub-
lished in a number of well-regarded academic journals between 2006 and 2016.1 
To crystallize the Nordic dimension of the review, the papers had to be written by 
at least one author of Nordic origin and/or working at an academic institution in 
one of the five Nordic countries (Denmark, Finland, Iceland, Norway and Sweden) 
and to be based on data predominantly collected in one or more of those countries, 
to qualify for inclusion.2 Consistent with Granlund and Modell (2005), I included 
studies examining the diffusion of novel management accounting techniques as 
well as studies exploring the broader organisational processes involved in imple-
menting such techniques and changing management accounting practices. Overall, 
the literature search generated 55 papers which were deemed relevant for inclusion 
in the review. This is a significant increase (67 per cent) compared to the preceding 
ten-year period (1996-2005) during which 33 papers were identified (see Granlund 
& Modell, 2005). The analysis of the full set of papers is summarised in the Ap-
pendix. 
My review unfolds a relatively diverse literature targeting a broad range of re-
search topics. Several papers have explored changes in relation to issues such as 
budgeting, costing and performance measurement and management, which have 
long been of central concern to management accounting scholars. But there is also 
a growing body of research exploring emerging accounting practices and research 
topics such as “beyond budgeting”, enterprise resource planning, inter-organisa-
tional accounting and control, risk management and the changing professional 
roles of management accountants. The papers are relatively evenly distributed over 
time, which suggests that the topic of management accounting change continues 
to generate a steady stream of empirical research in the Nordic countries. However, 
in terms of geographical distribution, the papers are quite heavily skewed towards 
Finland and Sweden. Empirical research on management accounting change in 
                                                 
1 The journals are the same as those reviewed by Granlund and Modell (2005) and include Ac-
counting, Auditing and Accountability Journal, Accounting, Organizations and Society, Critical 
Perspectives on Accounting, European Accounting Review, Financial Accountability and Man-
agement and Management Accounting Research. 
2 These criteria are similar to those used by Lukka and Kasanen (1996) to identify “local” as 
opposed to “global” research traditions in accounting. 
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these countries seems to have continued to flourish, whilst similar research in Den-
mark and Norway is being conducted by a relatively small number of accounting 
scholars. Over the past decade, a new generation of researchers has also emerged 
and made important contributions to Nordic research on management accounting 
change. Some established researchers, such as Johnny Lind, Kari Lukka, Sven 
Modell and Jan Mouritsen, have continued to be reasonably prolific. However, 
several new scholars, who were not represented in Granlund and Modell’s (2005) 
review, have also started to make a notable imprint on the literature on manage-
ment accounting change. Among the most widely published researchers, with three 
or more papers to their name, are Martin Carlsson-Wall, Hans Englund, Jonas Ger-
din, Timo Hyvönen, Janne Järvinen, Katarina Kaarbøe (previously Östergren), 
Gustaf Kastberg, Kalle Kraus, Jukka Pellinen, Sven Siverbo, Torkel Strömsten and 
Sof Thrane. Several of these scholars have formed distinct research groups, pro-
ducing a sustained amount of research outputs, which perhaps reflects the growing 
tendency for accounting researchers to collaborate rather than working inde-
pendently (see Tucker et al., 2016). Compared to Granlund and Modell’s (2005) 
review, there are also a growing, but relatively small, number of papers which are 
co-authored by at least one non-Nordic researcher (Modell et al., 2007; Wiesel et 
al., 2011; Jordan et al., 2013; Carlsson-Wall et al., 2016a). 
 
Literature review 
In the following section, I review the development of research on management 
accounting change on a country-by-country basis to ascertain whether there are 
country-specific research patterns. I also examine whether there is a degree of con-
tinuity in national research traditions or whether new research themes, theories and 
research approaches are emerging. This serves as a basis for discussing the issue 
of whether it is possible to identify a distinct, Nordic research tradition on man-
agement accounting change in the penultimate section.  
Denmark 
Similar to research evolving over the preceding decade, Danish research on man-
agement accounting change has continued to be dominated by a small group of 
scholars based at Copenhagen Business School. An important research theme has 
been the evolution of inter-organisational accounting practices and how such prac-
tices become implicated in coordinating complex networks of organisations 
(Mouritsen & Thrane, 2006; Thrane & Hald, 2006; Thrane, 2007). Studies have 
also been conducted into accounting and innovation management (Mouritsen et 
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al., 2009) and strategic management accounting (Skærbæk & Tryggestad, 2010). 
By way of method theory, this research is dominated by actor-network theory, 
which has long had a firmly established position at the academic institution where 
these researchers are based, but which has also emerged as one of the primary 
theoretical approaches for examining management accounting change outside the 
Nordic countries (see Justesen & Mouritsen, 2011; Lukka & Vinnari, 2014). Fol-
lowing the tenets of actor-network theory, Danish accounting researchers have 
produced multifaceted, process-orientated accounts of how management account-
ing becomes implicated in serendipitous processes of change and have shown how 
accounting practices play an important performative role as a non-human actor. 
However, with the exception of Skærbæk and Tryggestad (2010), the main empha-
sis has been on the provision of detailed, real-time accounts of change rather than 
more historically informed expositions of how accounting is implicated in organi-
sational change processes over extended periods of time. Several of the studies 
also have a comparative focus (Mouritsen & Thrane, 2006; Mouritsen et al., 2009) 
or examine the unfolding relationships between formally independent organisa-
tions within larger networks (Thrane & Hald, 2006; Thrane, 2007). This detracts 
somewhat from the depth of the process analyses whilst detailed attention is being 
paid to the specific episodes through which accounting gets involved in the shaping 
of organisational realities.  
The types of changes observed in Danish research on management accounting 
change often display an intricate mix of properties as a result of accounting being 
implicated in complex organisational processes, which often take unexpected tra-
jectories and generate a diversity of outcomes. As is often the case in research 
inspired by actor-network theory, much of this research emphasises the inherent 
instability of organisational life. Even though accounting can imbue organisations 
and network relations with a temporary degree of stability, this is often a fragile 
and contestable state which requires continuous and significant efforts on the part 
of organisational actors to be maintained. For instance, Thrane (2007) illustrates 
how accounting failed to instil a greater degree of stability and rather caused the 
network relations to continuously oscillate between diverse states. Similarly, 
Skærbæk and Tryggestad (2010) show how the use of various accounting devices 
to frame evolving strategies generated significant, unintended consequences, or 
overflows, and how various actors had to work hard to contain such overflows. 
The examination of how such processes unfold typically means that researchers 
shed significant light on several dimensions of change. Formal change initiatives, 
launched by senior management, often morph into informal changes, which are 
difficult for managers to control and often have a range of unintended conse-
quences. The occurrence of unintended consequences with benign as well as det-
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rimental outcomes also means that researchers often draw attention to both pro-
gressive and regressive effects within the same change process. However, with the 
exception of Mouritsen et al. (2009), most of the observed change processes are of 
a relatively evolutionary nature. Revolutionary change in management accounting 
practices, entailing fundamental and enduring transformations of organisational 
rules and routines, seems to be a relatively rare phenomenon although research 
inspired by actor-network theory often draws attention to radical change initiatives 
and the emergence of innovative practices (Justesen & Mouritsen, 2011). Yet, in 
their comparative analysis of different types of change processes, Mouritsen et al. 
(2009) show that accounting can be a source of both evolutionary change, implying 
relatively limited transformation of organisational practices, as well as revolution-
ary change. 
Finland 
Finnish research on management accounting change represents the second largest 
number of papers from any individual country, with 21 papers being published 
between 2006 and 2016. The majority of these papers are based on empirical stud-
ies in the public or not-for-profit sectors and mainly explore the influence of large-
scale policy and management reforms on budgeting (Hyvönen & Järvinen, 2006; 
Mutiganda, 2013), costing (Järvinen, 2006; Lehtonen, 2007; Kantola & Järvinen, 
2012; Mättö & Sippola, 2016), performance measurement (Rautiainen, 2010; Rau-
tiainen & Järvenpää, 2012) and the use of enterprise resource planning systems 
(Hyvönen et al., 2008, 2009). Only a third of the Finnish studies are set in private 
sector firms and have explored topics such as the changing nature of budgeting 
(Henttu-Aho & Järvinen, 2013), costing (Kallunki & Silvola, 2008; Suomala et al., 
2014), performance measurement (Vaivio, 2006), management accounting and in-
formation systems (Lukka, 2007), the roles of management accountants (Järven-
pää, 2007) and the use of accounting in relation to new product development (Tai-
paleenmäki, 2014). In terms of the choice of research methods, the studies under 
review are dominated by in-depth, longitudinal studies, using a variety of qualita-
tive data collection techniques in one or two organisations. Only a small number 
of cross-sectional studies, based on surveys (Kallunki & Silvola, 2008) or a larger 
number of case studies (Hyvönen et al., 2012; Henttu-Aho & Järvinen, 2013; Tai-
paleenmäki, 2014), can be found. Finnish research on management accounting 
change has thus continued to offer deep empirical insights into the intricate organ-
isational processes associated with this phenomenon. Another sign of continuity 
in this body of research, which was strongly emphasised in Granlund and Modell’s 
(2005) review, is the enduring use of various forms of interventionist research ap-
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proaches where researchers actively participate in devising novel accounting tech-
niques and evaluate the outcomes. Although only two published papers explicitly 
based on such research projects could be found (Suomala et al., 2014; Mättö & 
Sippola, 2016), this is more than in any of the other Nordic countries during the 
time period under investigation. Also, the fact that these studies only represent a 
fraction of all the papers from Finland does not necessarily mean that intervention-
ist research is in decline in this country, since the barriers to publishing such re-
search in highly ranked accounting journals can be significant (see also Lukka & 
Suomala, 2014; Rautiainen et al., 2017).    
The most striking feature of Finnish research on management accounting 
change is the strongly pronounced shift towards the use of institutional theory as a 
dominant method theory during the time period under examination. Whilst 
Granlund and Modell (2005) found Finnish research to be informed by a relatively 
broad range of social theories, a notable process of homogenisation seems to have 
set in over time. Research based on various functionalist approaches, of which 
there was previously a fair representation, is now in a clear minority (Lehtonen, 
2007; Kallunki & Silvola, 2008; Taipaleenmäki, 2014). Moreover, approaches 
such as governmentality theory (Vaivio, 2006), organisational culture theory (Jä-
rvenpää, 2007), actor-network theory (Hyvönen et al., 2008) and occupational 
identity theory (Järvinen, 2009), have attracted some interest but have not accu-
mulated into more coherent bodies of work. By contrast, institutional theory has 
been used as the main or only method theory in 13 out of the 21 papers published 
by Finnish accounting scholars between 2006 and 2016. There are several possible 
explanations for this shift towards institutional theory as a dominant method the-
ory. One explanation is the empirical focus on public and not-for-profit organisa-
tions. Institutional theory is currently one of the most widely used method theories 
in accounting research in the public sector (van Helden, 2005; Jacobs, 2012) and 
has gained popularity due to its emphasis on the complex political and institutional 
processes that typically unfold as an integral part of public policy and management 
reforms (Modell, 2009a). Another, complementary explanation is the emergence 
of a new group of Finnish accounting researchers, with a strong predilection for 
institutional theory, which largely overlaps with the focus on the public and not-
for-profit sectors as an empirical field of investigation. Out of the 13 papers using 
institutional theory, all but two (Lukka, 2007; Henttu-Aho & Järvinen, 2013) are 
based on empirical data from these societal sectors and ten of the eleven remaining 
papers have Timo Hyvönen, Janne Järvinen, Jean-Claude Mutiganda and/or Antti 
Rautiainen as sole or joint author(s). It is also worth noting that, during the time 
period under examination, institutional theory has entrenched its position as one 
of the main method theories in research on management accounting change beyond 
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the Nordic countries (Moll et al., 2006; Ribeiro & Scapens, 2006). Hence, its in-
creasing dominance is not a specifically Finnish, or even Nordic, phenomenon, but 
should rather be seen as a sign of international convergence. 
The dominance of institutional theory and the focus on the public and not-for-
profit sectors in Finnish research on management accounting change have far-
reaching implications for the types of changes observed. The vast majority of this 
research explores how organisations respond to major public policy and manage-
ment reforms, whilst often drawing attention to how such change initiatives are 
moderated by extant institutions and foster a complex mix of intended and unin-
tended outcomes. A common finding is that the institutional reform context often 
leads novel management accounting techniques to remain loosely coupled to op-
erating-level decision-making and control (e.g., Hyvönen & Järvinen, 2006; Rau-
tiainen, 2010; Mättö & Sippola, 2016), although variations in organisational re-
sponses to institutional pressures are documented in some studies (e.g., Järvinen, 
2006; Mutiganda, 2013). However, such observations are often confined to formal 
organisational change processes without being combined with empirical excursion 
into the more informal domain to advance deeper insights into how change pro-
cesses evolve and generate progressive and regressive outcomes. A notable excep-
tion to this pattern is Lukka’s (2007) study, which offers detailed insights into how 
the rules embedded in management accounting systems remain loosely coupled to 
organisational routines as a result of an intricate interplay between the formal and 
informal domain and how this interplay generates a complex amalgam of progres-
sive and regressive outcomes. Moreover, it is only relatively recently that Finnish 
accounting researchers have started to engage with more contemporary strands of 
institutional theory, such as research on institutional logics (Hyvönen et al., 2009; 
Kantola & Järvinen, 2012; Rautiainen & Järvenpää, 2012; Järvinen, 2016) and in-
stitutional entrepreneurship (Hyvönen et al., 2012), which nuance the claim that 
institutionalised accounting practices tend to remain loosely coupled to operating-
level decisions and control practices. However, even where this is the case, the 
main analytical focus has continued to be on formal change processes and how 
such processes take on a highly evolutionary character as a result of the complex 
interplay between extant and emerging institutional structures. Studies document-
ing revolutionary change processes are relatively rare and mostly based on other 
method theories than institutional theory (e.g., Vaivio, 2006; Järvenpää, 2007; 




Norwegian research on management accounting change is represented by a smaller 
number of papers, which focus on the role of budgets and performance measure-
ment in public sector reforms (Östergren, 2006; Pettersen & Solstad, 2007) and the 
development of new accounting and control practices in sectors, such as the petro-
leum and telecommunications industries, which are still subject to strong govern-
ment regulation but undergoing significant change (Östergren & Stensaker, 2011; 
Bourmistrov & Kaarbøe, 2013; Jordan et al., 2013). Similar to most other Nordic 
research on management accounting change, these studies are predominantly qual-
itative and based on longitudinal or comparative case studies which examine the 
process of change in varying degrees of detail. This represents a clear break with 
earlier Norwegian research on management accounting change which, unlike the 
other Nordic countries, tended to have a stronger quantitative emphasis. Granlund 
and Modell (2005) ascribed this predilection for quantitative research methods to 
the strongly positivist, North American influences, which have historically shaped 
Norwegian accounting research. However, over time, these influences seem to 
have diminished and have been replaced by a research tradition which is similar to 
that prevailing in the other Nordic countries. This movement away from positivist 
research approaches is also reflected by the wider range of social theories, includ-
ing institutional theory, resource dependence theory and actor-network theory, in-
forming the papers under review, although there are also studies which do not mo-
bilise any clearly discernible method theory.  
Another notable development in Norwegian research on management account-
ing change is the interest in new research themes, such as “beyond budgeting” 
(Östergren & Stensaker, 2011; Bourmistrov & Kaarbøe, 2013) and risk manage-
ment (Jordan et al., 2013), which have attracted increasing attention in interna-
tional management accounting research over the past decade. Of particular interest 
in this regard is the use of “beyond budgeting” approaches, which were arguably 
pioneered by some Nordic firms, such as Svenska Handelsbanken (see Wallander, 
1999), and which have since diffused to other parts of the world and have attracted 
increasing attention from consultants and accounting scholars (see Becker et al., 
2016). Whilst the adoption of “beyond budgeting” as a formal control concept is 
typically associated with the abandonment of traditional budgets and reduced in-
centives for budgetary gaming, Norwegian research on this topic shows that it can 
have intended as well as unintended consequences. Both Östergren and Stensaker 
(2011) and Bourmistrov and Kaarbøe (2013) underline the revolutionary nature of 
“beyond budgeting” as an accounting innovation that fundamentally reshapes or-
ganisational relationships and triggers major change in control practices. However, 
the effects of such change initiatives have been shown to be multifaceted and not 
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conforming neatly to the normative ideals typically associated with “beyond budg-
eting” as a general approach to management control. In an early study of the use 
of “beyond budgeting” in a large oil and gas company (“Oilco”), Östergren and 
Stensaker (2011) observed that the initial effects of this initiative included several 
progressive outcomes, such as the adoption of a more pro-active, decentralised and 
dynamic approach to control, but also generated regressive tendencies, such as a 
shift in power in favour of top management and a risk of new forms of budgetary 
games evolving. However, in a later, comparative study between Oilco and a tele-
communications company, Bourmistrov and Kaarbøe (2013) illustrate how the 
progressive effects of “beyond budgeting”, primarily manifest in the pro-active 
pursuit of stretch targets, came to dominate managerial mind-sets in both organi-
sations. This change in the outcomes of “beyond budgeting” can, of course, be due 
to the passage of time and the fact that some radical change initiatives require 
longer periods of digestion before their consequences are more fully observable. 
However, Bourmistrov and Kaarbøe’s (2013) findings may also be due to their 
narrower analytical focus, since they mainly examined the effects of “beyond 
budgeting” on target-setting and performance evaluation, and the authors recog-
nise that the implementation of this innovation is an inherently indeterminate phe-
nomenon whose consequences are never possible to fully predict. Similar obser-
vations were made by Jordan et al. (2013), who studied the mediating role of risk 
maps in project management and concluded that this role entailed both progressive 
outcomes, such as improved alignment of project control, and regressive effects, 
such as a reductionist tendency to narrow down the concept of risk management. 
Sweden 
Swedish research on management accounting change accounts for the largest num-
ber of papers from any individual country, with 24 papers being published between 
2006 and 2016. Most of these papers have examined traditional accounting topics, 
such as costing and performance measurement and management, but there are also 
a number of studies exploring novel research themes such as the role of accounting 
in process improvement (Abrahamsson et al., 2011), innovation management 
(Christner & Strömsten, 2015), initial public offerings (Kraus & Strömsten, 2012) 
and risk management (Wahlström, 2009). Furthermore, Swedish accounting re-
searchers have made notable contributions to research on the evolution of inter-
organisational accounting and control practices (Carlsson-Wall et al., 2011; Kraus, 
2012; Kastberg, 2014, 2016; Kraus & Strömsten, 2016). In terms of the choice of 
method theories, there is considerable continuity, with a large number of papers 
adopting institutional theory (Modell, 2006, 2012; Adolfsson & Wikström, 2007; 
Modell et al., 2007; Johansson & Siverbo, 2009; Englund et al., 2013; Carlsson-
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Wall et al., 2016a) or closely related approaches, such as diffusion theory (Modell, 
2009b), garbage can theory (Wiesel et al.. 2011) and organisational identity theory 
(Abrahamsson et al., 2011), as an analytical lens. However, there is also a notable 
decline in the number of studies adopting a functionalist perspective, characterised 
by limited attention to the political and social processes involved in management 
accounting change. Whilst Granlund and Modell (2005) identified a relatively 
large number of studies based on functionalist approaches, such as contingency 
theory and transaction cost economics, such approaches have virtually ceased to 
inform Swedish research on management accounting change. In recent years, Swe-
dish accounting researchers have also broadened their theoretical horizons and a 
growing number of studies have started to use actor-network theory (Kastberg, 
2014; Siverbo, 2014; Kastberg & Siverbo, 2016) and various discursive ap-
proaches (Carlsson-Wall et al., 2016b; Kraus & Strömsten, 2016) to shed light on 
management accounting change processes. 
In terms of research methods, the vast majority of Swedish research on manage-
ment accounting change takes the form of relatively deep, process-orientated stud-
ies, which often rely on multiple data sources and a combination of real time and 
retrospective analyses. Only a small minority of the Swedish studies under review 
adopt a cross-sectional research design, using comparative case studies (Wahl-
ström, 2009; Kraus & Lind, 2010) or surveys (Johansson & Siverbo, 2009) as 
methods of data collection. The use of longitudinal research methods has enabled 
researchers to delve into the multifaceted nature of management accounting 
change as it unfolds over time. However, the more precise nature of the observed 
change processes also differs somewhat depending on the research contexts under 
examination and the choice of method theories. Most Swedish research on man-
agement accounting change has concentrated on the formal dimensions of change 
and has mainly documented how accounting is implicated in complex, evolution-
ary change processes with both progressive and regressive outcomes. Similar to 
the pattern emerging from Finnish research on management accounting change, 
the tendency to concentrate on the formal and evolutionary dimensions of change 
is particularly strong in the papers informed by institutional theory. The possible 
reasons for this are also likely to be similar. As in the case of Finnish research, 
most Swedish studies drawing on institutional theory and related perspectives have 
been situated in various parts of the public sector, such as central government 
(Modell, 2009b, 2012; Modell et al., 2007; Wiesel et al. 2011), local government 
(Adolfsson & Wikström, 2007; Johansson & Siverbo, 2009) and higher education 
(Modell, 2006), and have generally been undertaken against the backdrop of large-
scale policy and management reforms. This draws attention to the formal organi-
sational responses to such reforms, which institutional theory tends to highlight, 
whilst emphasising the evolutionary paths of change that emerge as formal change 
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initiatives are moderated by strongly institutionalised structures and practices. 
However, with a few exceptions (Adolfsson & Wikström, 2007; Abrahamsson et 
al., 2011; Englund et al., 2013), relatively little attention has been paid to the in-
formal domain where organisational members engage in more mundane efforts to 
make sense of accounting and cope with institutional pressures for change. 
More equal attention to both formal and informal change processes, as well as 
the intricate co-existence of progressive and regressive outcomes of change, can 
be found in the papers using actor-network theory as their method theory (Kast-
berg, 2014; Siverbo, 2014; Kastberg & Siverbo, 2016). Similar to other studies 
inspired by actor-network theory, such as those dominating Danish research on 
management accounting change, these papers draw on rich data sets collected over 
relatively extensive periods of time and include detailed analyses of unfolding net-
work relationships between organisations or between multiple actors within indi-
vidual organisations. They also shed light on how management accounting prac-
tices are implicated in complex change processes which continuously generate 
and, indeed, oscillate between stabilising and dynamising forces. For instance, 
Siverbo (2014) shows how the implementation of benchmarking gradually pro-
duced a degree of social consensus among a broader range of human actors, but 
how benchmarking itself, as a non-human actor, can disrupt the stability emerging 
from such consensus. However, this body of research also provides interesting in-
sights into how the choice of method theories can have a relatively major impact 
on how change processes are portrayed. In an actor-network-inspired paper, Kast-
berg (2014) drew attention to the intricate interplay formal and informal change 
processes whilst, in a later paper based on the same data set (Kastberg, 2016), the 
author mobilised a rather different theoretical perspective (theories of trust) which 
primarily focussed on the formal aspects of change. A similar example can be 
found in Modell’s (2009b, 2012) case study of performance management in a Swe-
dish central government agency. The first paper that emerged from this study drew 
on diffusion theory and showed how two separate change initiatives, inspired by 
the Balanced Scorecard and Total Quality Management, gradually came together 
in an organisation-specific control system and how this system improved the align-
ment with emerging government objectives (see Modell, 2009b). However, in a 
subsequent paper, where the author combined institutional and critical theories, the 
emphasis shifted from a focus on such progressive outcomes to the regressive ef-
fects that emerged as this goal alignment led to the suppression of disenfranchised 
stakeholder interests (see Modell, 2012). Taken together, these examples show 
how the application of diverse method theories can enrich our understanding of the 
same process of management accounting change. However, they also underline 
how theory-dependent the depiction of this multifaceted phenomenon is. Modell’s 
(2012) paper also represents a very rare example of Nordic research on manage-
ment accounting change that is explicitly inspired by critical theory.  
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Is there (still) a Nordic tradition in research on management 
accounting change? 
The literature review presented above shows that the issue of management ac-
counting change has continued to generate considerable interest among accounting 
scholars in the Nordic countries. To what extent is it then possible to identify a 
distinct, Nordic research tradition in this body of work? And is there a degree of 
continuity or change in this regard? These questions can be addressed along several 
lines.  
The first dimension to consider concerns the research themes, or domain theo-
ries, of interest. Although a substantial amount of the research under review has 
continued to focus on traditional management accounting topics, such as budget-
ing, costing and performance measurement and management, there is also a sizea-
ble stream of studies exploring novel themes, such as “beyond budgeting”, enter-
prise resource planning, inter-organisational accounting and control, risk manage-
ment and the changing professional roles of management accountants. This interest 
in exploring new research themes related to management accounting change was 
evident already in Granlund and Modell’s (2005) review and testifies to the con-
tinued ambition of Nordic accounting researchers to extend their work to new ob-
jects of calculation (cf. Jönsson & Mouritsen, 2005). However, there are also ex-
amples of particular research themes, notably those of intangible assets and intel-
lectual capital, disappearing as an object receiving sustained empirical attention. 
Whilst research on this topic featured relatively prominently in Granlund and Mod-
ell’s (2005) review, no such studies were identified in the present literature review. 
Taken together, this suggests that research on management accounting change fol-
lows a somewhat faddish pattern as a result of focusing on innovations, which are 
often promoted by influential academics and management consultants but tend to 
have relatively short life cycles. However, this is not a uniquely Nordic phenome-
non (see Ittner & Larcker, 2001), nor does it necessarily detract from the ability of 
accounting scholars to advance insights into organisational change processes of 
more general and durable relevance. Rather, as I have argued elsewhere (Modell, 
2009b, 2014), the diffusion of management accounting innovations has been an 
important source of rejuvenation for management accounting research over the 
past decades and, provided that the examination of such innovations is thoroughly 
situated in their organisational and societal contexts, such research can generate 
valuable insights into how accounting and control practices evolve over time. 
Moreover, even though it perhaps difficult to identify a distinct, Nordic tradition 
in terms of the research themes being explored, there is some evidence of Nordic 
accounting researchers making pioneering contributions to international research 
on management accounting change. The most notable example of this during the 
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time period covered by the present review is research on “beyond budgeting” 
(Östergren & Stensaker, 2011; Bourmistrov & Kaarbøe, 2013; Henttu-Aho & Jä-
rvinen, 2013), where Nordic researchers have been among the first to offer detailed 
empirical insights into its effects on organisational control practices. To a lesser 
extent, the same may be said about the growing empirical attention to inter-organ-
isational accounting and control practices (see also Håkansson & Lind, 2007). 
The difficulties in identifying a distinct, Nordic tradition with respect to the do-
main theories under consideration are perhaps not surprising given the growing 
international convergence in management accounting practices. Although Nordic 
management accounting practices have always evolved under strong influence 
from outside the Nordic countries (Näsi & Rohde, 2007), the past two decades 
have arguably witnessed an increasing homogenisation of such practices around 
the world (Granlund & Lukka, 1998; Busco et al., 2007b). Interestingly, similar 
tendencies towards homogenisation are also discernible regarding the choice of 
method theories in Nordic research on management accounting change. Over the 
past decade, this research has become increasingly dominated by institutional the-
ory and, to a lesser extent, actor-network theory. Of the 55 papers under review, 
no less than 31 (56 per cent) rely on one these theories as their main or sole method 
theory. Although these theories have long had a strong standing in Nordic research 
on management accounting change, this is a considerable increase compared to the 
preceding ten-year period (1996-2005).3 As noted in the foregoing, the increasing 
reliance on actor-network and institutional theories mirrors broader, international 
developments in research on management accounting change and it is thus difficult 
to attribute their popularity exclusively to a particular, Nordic research tradition. 
However, it is obvious that their increasing dominance has occurred at the expense 
of other method theories, which were previously more widely represented in the 
Nordic countries. For instance, during the time period under consideration, there 
has been a notable decline in research relying on various functionalist approaches 
inspired by contingency theory and economic theories. This is particularly the case 
in Norway and Sweden, where such research has historically had a stronger posi-
tion (see Granlund & Modell, 2005). An even more pronounced change is the vir-
tual disappearance of research informed by theories of organisational learning. 
Whilst Granlund and Modell (2005) saw the prevalence of such studies, which 
often emerged from interventionist research projects, as one of the most distinctive 
features of Nordic research on management accounting change, they do not loom 
large in the present review. All in all, it is thus increasingly difficult to talk about 
a distinct, Nordic tradition in research on management accounting change, even 
though Nordic accounting researchers have continued to make important theoreti-
cal contributions to the evolving, international research agenda on this topic. 
                                                 
3 The proportion of papers relying on actor-network and institutional theories in Granlund and 
Modell’s (2005) review was 30 per cent. 
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The picture emerging from the above discussion suggests that Nordic account-
ing researchers are now well-integrated in a broader, international research com-
munity, where the issue of management accounting change has constituted a major 
area of research. This observation is further underlined by the fact that a growing, 
but still relatively small, number of papers are co-authored by Nordic and one or 
more non-Nordic researcher(s). This trend is likely become more pronounced over 
the coming years as Nordic accounting scholars extend their international collab-
oration and, perhaps, take up permanent or visiting academic positions outside the 
Nordic countries. However, the academic community in which Nordic research on 
management accounting change is embedded is a distinctly non-positivist one, 
which is particularly strong in Europe but much more weakly represented in North 
America (Lukka, 2010). As noted above, functionalist research approaches are in 
decline and this has reinforced the already dominant position of qualitative re-
search methods in Nordic research on management accounting change. Only a 
handful of quantitative, survey-based studies have been identified (Kallunki & Sil-
vola, 2008; Johansson & Siverbo, 2009) and even where such methods are used, 
the research has primarily been informed by sociological theories rather than eco-
nomics- or psychology-based approaches as is typical of North American manage-
ment accounting research. The evolution of Nordic research on management ac-
counting change over the past decade has thus contributed to cement the long-
standing paradigmatic divide between the positivist and non-positivist traditions 
in international management accounting research. There are few signs of this state 
of affairs changing in the foreseeable future, although some Nordic accounting 
researchers have expressed a degree of sympathy with attempts to bridge the par-
adigmatic divide (see Modell, 2010; Vaivio & Siren, 2010).  
It is possible that the strongly non-positivist tradition, primarily drawing on a 
range of sociological theories rather than economics- or psychology-based ap-
proaches, can be linked to the broader organisational and societal context in which 
Nordic management accounting practices are embedded. According to Johnsen 
and Vakkuri (2006), the Nordic countries feature a highly consensual and egalitar-
ian social model and this, they suggest, has favoured a view of management ac-
counting and control practices as a means of establishing dialogue and striking 
compromises between multiple stakeholder interests rather than serving more nar-
rowly defined economic objectives. This has, in turn, created an intellectual envi-
ronment that is conducive to studying accounting from a broader range of social 
theory perspectives, rather than confining research to concerns with how to align 
organisational behaviour with the economics-based imperatives of profit maximi-
sation and shareholder value creation. In the present literature review, this ten-
dency is perhaps accentuated by the heavy emphasis on public sector and not-for-
profit organisations, where the need to seek compromises between competing 
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stakeholder interests is presumably greater than in the private sector. Nevertheless, 
it is interesting to ponder the question of whether this situation is changing in the 
light of the growing international convergence of management accounting prac-
tices and wider changes in organisations and society following in the wake of glob-
alisation. Although Nordic research on management accounting change has so far 
proved resilient to any pressures for conformity with the arguably dominant, pos-
itivist research tradition that prevails in North America (cf. Lukka, 2010), more 
attention is required to whether Nordic management accounting practices are be-
coming more homogeneous as a result of globalisation or whether context-specific, 
hybrid practices emerge as globalising pressures interact with extant, local prac-
tices (see e.g., Cruz et al., 2011; Cooper and Ezzamel, 2013). In the longer term, it 
is also necessary to be vigilant against any attempts to streamline research prac-
tices, such that the intellectual vibrancy that follows from the pluralism that has 
been the hallmark of Nordic and, indeed, European research on management ac-
counting change is not undermined (see also Lukka & Mouritsen, 2002). As I have 
argued in this chapter, the issue of how such change processes are theorised is not 
only a reflection of their underlying, multifaceted nature, but is also heavily de-
pendent on the choice of method theories. Hence, a narrowing of the theoretical 
approaches used to study management accounting change will inevitably limit our 
understanding of this phenomenon.  
In view of this call for continued pluralism, the growing dominance of actor-
network and institutional theories in Nordic research on management accounting 
change is perhaps a cause for concern. Even though these theoretical approaches 
come in many variants and have not yet suppressed the use of other social theories, 
there is evidence of some forms of sociologically informed research being very 
poorly represented in the Nordic countries. The most notable lacuna is the virtual 
absence of research informed by critical theory. Only one paper, explicitly mobi-
lising such a perspective as a complement to institutional theory, was identified in 
the literature review (Modell, 2012). It is also noteworthy that this paper was writ-
ten by a researcher (myself) who, at the time, had left the Nordic countries for a 
permanent position at an academic institution in the United Kingdom. This piece 
of research can thus be said to be rather atypical of Nordic research on management 
accounting change, although the empirical material informing the paper was drawn 
from a field study in a Swedish central government agency. It is interesting to re-
flect on what might explain this absence of a critical research agenda, featuring 
more pronounced concerns with human emancipation and radical social change, in 
the Nordic countries. According to Mouritsen et al., (2002), this may have some-
thing to do with the economic and social model that prevails in this part of the 
world. This model has arguably fostered a widespread view of social progress as 
an incremental and largely consensual endeavour, which entails a significant de-
gree of compromise rather than conflicts rooted in pronounced class differences. 
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Hence, in so far as Nordic accounting researchers have advanced social critique, 
this has tended to be of a more pragmatic than radical kind and this has detracted 
from their interest in conventional Marxist theory and related strands of critical 
thought (Mouritsen et al., 2002). However, there is a risk of this consensual view 
silencing more vigorous debate and concealing pressing political and social con-
cerns by normalising particular understandings of the role of accounting in organ-
isations and society. A situation in which actor-network and institutional theories 
continue to dominate research on management accounting change may exacerbate 
these tendencies, since neither of these approaches have been very concerned with 
radicalising accounting scholarship (Modell, 2014).  
 
Concluding remarks 
In this chapter, I have reviewed the development of Nordic research on manage-
ment accounting change between 2006 and 2016. I have drawn attention to how 
this body of work entails tendencies towards continuity as well as change com-
pared to corresponding research published over the preceding decades. Whilst 
there has been a considerable increase in the amount of research published in well-
regarded accounting journals, I have argued that it is increasingly difficult to iden-
tify a distinct, Nordic research tradition in the papers under review. Research tra-
ditions which were previously distinctive in the Nordic countries, such as the use 
of interventionist research methods and studies of the role of accounting in relation 
to organisational learning, are now much less salient. Instead, Nordic research on 
management accounting change shows growing signs of conformity with a 
broader, predominantly European research tradition and is increasingly dominated 
by two particular method theories, namely actor-network theory and institutional 
theory. In some respects, Nordic accounting researchers can be said to have been 
leading this development by continuing to publish prolifically in well-regarded re-
search journals and undertaking pioneering studies into emerging research themes. 
There is also a considerable degree of continuity in terms of the extensive use of 
qualitative research methods providing rich, longitudinal accounts of management 
accounting change processes. However, I have also drawn attention to what is con-
spicuously missing in Nordic research on management accounting change. In par-
ticular, I have discussed the absence of critical research, entailing an explicit eman-
cipatory intent, and what might explain this lacuna. This topic was not touched 
upon by Granlund and Modell (2005) and it is perhaps apt to conclude this chapter 
with some personal reflections as to why it has now emerged as a more central 
concern of mine. As suggested above, it may be related to my move to the Univer-
sity of Manchester in 2007 and my increasing interactions with British accounting 
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scholars steeped in a more critical research tradition. Or perhaps it has something 
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What Happens if We Substitute 




Copenhagen Business School 
 
 
Sometimes as a researcher, for example during conference meetings, interactions 
at conferences or even friendly emails sent to you, you understand that others think 
about your work in terms that are different from the points that you thought you 
were producing yourself. When these experiences are good you are happy that 
people can mobilize your work further than you expected but you may also become 
surprised because they also propel your work into a setting where it may develop 
new meanings. Some of these meanings may not all be part of what the researcher 
has said by her- or himself. 
One of such things that can be said of Markus Granlund’s, and some of his col-
leagues’, consequent and continuous interest in conditions for accounting or ef-
fects of accounting. This is probably partly due to his dual interest in understanding 
the world and in impacting (‘improving’) the world.  The first ambition requires 
complexity; the second ambition may be hostile to too much complexity. One an-
swer here may be that the complex argument about the meaning of accounting may 
be a pragmatic resource for a simpler causal argument. This is a view by which the 
researcher attempts to attach knowledge about accounting to different situations. 
The complexity can be reduced if the situations are modelled at a higher level so 
that a more general model can be developed suggesting simpler conditions under 
which a complex situation can be situated. For example, one of Markus’ interests 
has been in the role of management accountants as business partners (Granlund 
and Lukka, 1998). So, some studies show how business partnering is possible and 
good, others show that it is difficult. So it may be possible to generalize the condi-




Table 1  A possible generalization of complex case studies on accountants’ roles in 
organisations 
 Accounting knowledge 
centralized in accounting 
department 
Financial literacy widely 
spread across the organiza-
tion 
Accounting role to support 
diagnostic tasks 
A preference for account-
ing to insist on core and 
logically correct reporting 
A preference for account-
ing to supply truthful and 
timely information 
Accounting role is to sup-
port knowledge sharing 
A preference for account-
ing as a business partnering 
role 
A preference for account-
ing to produce and propose 
multiple inputs for others 
to draw on. 
 
Table 1 is not justified by any detailed analysis, but it may be useful to contem-
plate some of the dilemmas between local meaning and more general causality. It 
shows that the location of financial literacy and the role of the accounting in or-
ganizational decision making may explain the role of the accounting department. 
I.e. there are two possible moderators – two possible causes – for the role of the 
accounting department in organizations. Consequently, it is possible to say that Y 
– the business partner role – is an effect of X1 – the role of accounting to be about 
learning – and X2 – the financial literacy of managers to be little. These are the 
two causes. This is a causal explanation.  The two causes – X1 and X2 – fill out 
the explanation of Y, or 
 
(1) X1, X2 -> Y 
 
However, the qualitative meanings-oriented research suggested by the original 
cases studies may demonstrate other elements in the development of the account-
ing function. It may focus on the processes of informing where accounting infor-
mation may turn out not to be important at all (Munro, 1995; Preston, 1986); it 
may focus on the politics of the CFO to persuade other managers about the rele-
vance of shareholder value (Ezzamel, Willmott and Worthington, 2008); it may 
focus on the role of accounting in relation to making decisions (Brunsson, 1993). 
There may be many, many other elements in explaining why the accounting func-
tion takes on or is forced to become something. So, the local may be different.  
There is a translation between the detailed examples and the simple 2 by 2 
model. But there is a trick that may lead us out of the mere question of simplicity 
versus complexity, between etic and emic explanations.  The trick is already in the 
table. While the 2 by 2 indicates causes as properties of two variables – X1 and X2 
– in the table the concept of cause does not appear. Instead there is a concept of 
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preference (or meaning). This is a concept not often heard in causal research but 
often present in meanings-oriented case based research. A preference is a subjec-
tive or social concept. People have preferences, people have values and people 
make sense of relevance. This is quite often part of complexity. 
Yet, as suggested in the table, preference is not necessarily unrelated to causal-
ity. It may even dominate causality. As a language game, it is not difficult to trans-
form a causal explanation into one about preference. So, saying that X leads to Y 
can easily be rephrased into Y have preference for X without loss of meaning. So, 
the example of table 1, business orientation has a presence for accounting being 
oriented towards learning and financial literacy not being highly distributed in the 
organization. Then business orientation is preferred. However, this does not say 
that the two variables alone push business orientation along because there could 
be other preferences. Business orientation would also prefer if the CEO had been 
on course learning about how modern accounting functions; it would also prefer a 
highly entrepreneurial CFO; it may also prefer complex ERP technology; it may 
also prefer that the CFO is a nice guy that other managers wish to talk with; it may 
also prefer a complex production process;  it may prefer that the firm has none or 
only very few scandals with inconsistency in reporting processes, just as it would 
prefer that there is no inter-professional competition with other organizational 
functions such as production or HR to inform managers about the performance of 
the organization.  There may be no limit to preference; it can come in endless forms 
and the list of preferences cannot be ended.  
The implication of the transformation of causality into presences is also a move-
ment from the etic to the emic and from the general to the specific. The movement 
shows that while a causal explanation often attempts at identifying effective 
causes, the notion of preference implicates possibilities some of which in certain 
situations may be overshadowed by other concerns. The movement from causality 
into preference makes it possible to be concerned with multiplicity at the same 
time as it may be possible to communicate a certain kind of story. Assuming that 
table 1 holds, the explanation would be that accounting’s role and organizational 
literacy would fill out the explanation of business orientation; looking at prefer-
ence finds many other possible ways of making business orientation relevant. Busi-
ness orientation not only has preference for the mechanisms proposed by the gen-
eralization. There may be other preferences. 
When there are many preferences, it is increasingly difficult to create a simple 
causal model. The one proposed in table 1 that business orientation is governed by 
accounting’s role and by the degree of financial literacy suggests that only two 
preferences count. It has been constructed as a model which contemplates only 
these two factors. In this sense it generalizes all preferences by omitting many of 
them them suggesting them somehow to be singular rather than general. Table 1, 
as a model, allows a reader to see – it sees the world that has been made present to 
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the reader by modeling activities. It is a mechanism for seeing the world whose 
complexity is removed. This may be enough for causal accounts. However, there 
is a difference between seeing and looking. To look for the world is a much more 
tedious and contemplative task. It raises the question whether the model is really a 
good one; how it might be used; how it might help communicate a situation which 
is more complex than model itself. This is the emic analysis of the etic proposition.   
Markus’ dual interest in understanding and intervening into the world and im-
proving it makes the distinction between causality and preference relevant. When 
understanding complex phenomena and complexity as such, emic work with a fo-
cus on social meanings help provide knowledge and the general insight that com-
plexity always involves reflection on unintended effects and strange and surprising 
conditions. However, when creating resources for changing and communicating 
the need for change, it may be more relevant to summarize in models that appear 
to me more casual and then enable a more explicit justification of the intervention. 
But this insight also means that during the process, there will be a cascade of 2 by 
2s each of which will address a new issue or obstacle observed during the process 
of intervention. This is the constant modelling of new sets of preferences each of 
which have possible courses associated with them. A causal model is, in this sense, 
not an end. It is a proposition that when people attempt to implement it, will require 
new conditions – or preferences – to be taken into account. 
This is my reading – my understanding – that Markus motivates me to engage 
in. I am not sure that Markus has articulated it like this, but I do know that this is 
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On the University of Turku’s blog in January 2017, Dean Markus Granlund wrote 
on what good management and leadership in universities is. He concluded the 
article with his most important message to university leaders: be yourself. What, 
however, if the environment prevents you from behaving in the way you would 
like to? What if you need to put all your efforts into managing your own feelings 
to fulfil the expectations and requirements of your job? What if you are asked to 
do things that are very much against your own thinking? When your role demands 
conflict with your own values, and you need to display emotions which do not 
match your true feelings, you might experience emotional labour that can have 
serious consequences on both the personal and organisational levels (Grandey 
2000). Let’s take a slightly unconventional view, and look at academic leadership 
from the perspective of emotions. 
 
What are emotions? 
Emotions have been investigated across disciplines for decades, and perhaps be-
cause of this multi-disciplinarity, scholars have found it difficult to agree on a sin-
gle, overarching definition of the concept (e.g. Mulligan & Scherer 2012). Here, 
emotions are understood as mental states of (action) readiness that arise from the 
cognitive appraisals of events and the social interaction of thoughts. Emotions have 
a phenomenological nature: they are accompanied by physiological processes and 
are often expressed physically (Bagozzi, Gobinath & Nyer 1999). They are reac-
tions to stimuli and lead to behaviour (Nummenmaa 2010). Emotions can be clas-
sified as positive (e.g. happiness, pride, relief, love), negative (e.g. anger, fright, 
anxiety, guilt, shame, sadness, envy, jealousy, disgust) and mixed (e.g. hope, com-
passion, gratitude) (Lazarus 1993). All types of emotions can have either positive 
and negative consequences depending on various contingency factors. 
Although similar, basic emotions can be considered to be universal (e.g. Laros 
& Steenkamp 2005), the norms for experiencing and displaying emotions vary 
among different cultures (Eid & Diener 2001). The universality of emotions has 
been challenged, especially by social scientists who argue that emotions are so-
cially constructed processes and that culturally different models of self in relation 
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to others make it possible to observe cultural differences in relation to emotions 
(Boiger & Mesquita 2012). Therefore, emotions and all forms of emotion regula-
tion can be understood only, and should be studied, in connection with their cul-
tural context (Mesquita & Albert 2007; Mesquita & Delvaux 2013). 
Emotions can vary due not only to their cultural embeddedness but also to the 
history of interactions and future projections of where they might lead (Boiger & 
Mesquita 2012). Employees in diverse cultural contexts adjust their emotions to 
the needs and expectations of others at work, just as they do at home; therefore, it 
is essential that companies operating internationally take this into account when 
introducing universal rules across their organisation (Mesquita & Delvaux 2013). 
 
Emotions in organisations 
Emotions have been of scholarly interest for decades in a number of disciplines, 
especially in psychology but also in medical science, the social sciences and lin-
guistics. Interest in emotion research emerged late among management scholars, 
mostly during the past 15 years (Ashkanasy & Humphrey 2011). Emotions in the 
workplace have often been studied with affective events theory (AET) (Ashkanasy 
& Daus 2002), which links together workplaces, work-related events, emotions 
and employee behaviour. AET can be applied to organisations on five levels of 
analysis: within-person, between persons, interpersonal interactions, group and or-
ganisation-wide (Ashkanasy 2003). Studies on how to manage emotions at work 
have concentrated on improving emotional intelligence and controlling the level 
of emotional labour. Unfortunately, much of the research is inconsistent and scat-
tered, mostly due to inadequate definitions of core concepts and researchers’ fail-
ure to recognise the role of context in emotions (Gooty et al. 2009). 
Scholars, however, do agree on a few issues. For example, emotions are consid-
ered to be contagious. Observing others’ emotional reactions might cause the ob-
server to experience similar emotions (Nummenmaa 2010). Thus, whether we like 
it or not, both positive and negative emotions spread efficiently in organisations. 
Managers’ task then is to steer emotions so that they support positive identity-
building in the organisation (Raitis et al., forthcoming). 
At the same time, we know that employees also tend to model themselves and 
their emotions based on top managers (Ashkanasy & Daus 2002); consequently, 
managers set the mood and atmosphere of the organisation. In other words, man-
agers are the key actors in helping employees cope with work-related stress. Some 
types of stress have positive impacts, and others negative (Lazarus 1993), but it is 
fair to say that the academic world has undergone such turmoil during the past 
decade that negative emotions are dominant, and the unfavourable consequences 
of stress are visible. 
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Universities as a platform for emotions 
Although politicians sometimes argue differently, universities are not similar to 
other types of organisations. Work in universities centres on the creation and dis-
semination of new knowledge—activities not common in other types of 
knowledge-intensive organisations (cf. Alvesson 2001). Additionally, faculty 
members are strongly driven by intrinsic motives. Academics typically see univer-
sities as independent organisations that have commonly accepted aims and in 
which actions are based on trust (Välikangas 2012). This classical ideal has been 
challenged by the introduction of management practices, which are perceived to 
conflict with the fundamental values of universities, such as collegiality, academic 
freedom and scholarship (Bolden et al. 2014). Also, the cultural memory of uni-
versities has been ignored (Nyman 2017). This has led to increasing role ambiguity 
and conflict among university employees, had impacts on faculty job satisfaction 
(Schulz 2013) and increased emotional labour (Ogbonna & Harris 2004).  
The experienced tension between different aspects of academic life gives rise to 
stress and dysfunction (Bolden et al. 2014) and is the source of a number of emo-
tions. All members of academic communities need to regulate their emotions, es-
pecially negative ones, to maintain the balance needed for personal well-being 
(Kokkonen 2010). However, such forced emotion regulation (behaviour to in-
crease, maintain or decrease emotion) (Gross 1999) might lead to negative conse-
quences, such as emotion exhaustion (Hochschild 1983). A key mechanism linking 
emotion regulation to workplace outcomes is emotional dissonance, which results 
from a mismatch between publicly displayed and subjectively experienced emo-
tions (Cote et al. 2008). In this respect, one group in the academic community 
under considerable emotional pressure is deans and other academic leaders, such 
as department heads.  
In universities, academic leadership is tightly interwoven with formal institu-
tional roles, although leadership also exists elsewhere in the organisation (Bolden 
et al. 2014). From this point of view, the key academic leader is the dean, whose 
task is especially challenging in a turbulent environment. Gallos (2002) described 
deans as classic middle managers with enormous responsibilities, insufficient re-
sources and little positional power and authority. Unfortunately, this description 
continues to fit very well the current situation of shrinking governmental funding 
and strong authority invested in universities’ top management. The dean is the 
messenger between top management and the faculty, often communicating bad 
news. At the same time, the dean must motivate the faculty and staff to achieve 
superior performance. Emotional dissonance in practice. 
Being an academic leader requires not only managing activities but also dealing 
with people. This aspect of the work is crucial in organisations which have almost 
no other assets than human capital. However, those working in universities are not 
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easy to lead. They are clever, intelligent and creative—but sometimes also arro-
gant, complacent and easily offended. The Dean of Turku School of Economics 
Markus Granlund referred to exercising leadership in a university as ‘herding cats’ 
in his opening speech at the Top Management Forum in March 2017. The former 
Rector of the University of Tampere Jorma Sipilä used an even stronger metaphor 
describing his prior work as ‘one hand on a champagne glass, the other one in 
deep shit’ (Sipilä 2007, 188). Mission impossible, some would say. Some univer-
sity professors, though, voluntarily accept the task, perhaps not fully understanding 
the related emotional pressures. 
 
Emotion management in a university 
It has been argued that universities survive in the current turbulent environment 
only through the renewal of processes and practices. This requires novel, dynamic 
leadership, in which academic leaders are proactive, well-networked change 
agents who support multidisciplinary activities (Ståhle & Åberg 2012). Leaders 
need to be prepared to react to sudden, unexpected events and to prioritise what is 
and is not worth action (Sipilä 2007). It also helps for leaders to understand that, 
to protect their own interests, it is not necessary that they are always involved in 
everything. A future academic leader is good at balancing, whether it is a question 
of autonomy vs. collegiality, individuality vs. collaboration or stability vs. change. 
I further argue that a future academic leader needs to be emotionally intelligent. 
Here, emotional intelligence refers to the ability to monitor and discriminate 
among the feelings and emotions of oneself and others and to use this information 
to guide one’s thinking and actions (Salovey & Mayer 1990). Emotionally intelli-
gent leaders are aware of their own emotions, are able to regulate them and have 
internal motivation, empathy and social skills (Greenockle 2010, Goleman 1995). 
These leaders use flexible empathy and sympathy to guarantee smooth social in-
teractions (cf. Nummenmaa 2010).  
Indeed, studies demonstrate that emotional intelligence is linked to effective 
leadership in higher education. For example, Parrish (2015) found that leaders with 
strong emotional intelligence are sensitive and responsive to others’ emotional 
needs and actions, and their empathy inspires and guides others to better manage 
themselves. In other words, efficient academic leaders are good at emotion regu-
lation and controlling emotional dissonance, resulting in a positive role model for 
others. Such behaviour leads to increased emotional identification among employ-
ees, which, in turn, is associated with positive feelings about one’s membership, 
including pride, enthusiasm, and a sense of affiliation or belongingness with oth-
99 
ers. Negative emotions, though, might lead to dis-identification or decreasing lev-
els of identification (Raitis et al., forthcoming). Well-performing academic leaders 
seem to be able to benefit from the contagiousness of positive emotions. 
Earlier research indicates that some individuals are better at reading and man-
aging emotions than others (George 2000). None of us, though, is perfect. How 
then can academic leaders improve their emotional competence? The starting point 
is better self-awareness: when you understand yourself, you also better understand 
others’ emotions and manage your own emotions (Offerman et al. 2004). These 
competences are especially important in team environments, such as research 
groups, where the importance of social skills is decisive. Given the calls for mul-
tidisciplinary research projects, the need for these capabilities can be expected to 
increase in the future. 
 
Discussion 
Reflecting on his previous work, Sipilä, the former rector of the University of 
Tampere, concluded: 
 
“Management [in a university] is easy. Just promote 200 issues. And 
resist five. As long as you do it all proficiently.” (Sipilä 2007, 182) 
 
Well then, what issues should be promoted in the future? Which should be re-
sisted? A good start could be to support the core tasks of the university: research, 
education and impact. For example, Turku School of Economics has formulated 
its mission as follows: 
 
“Our mission is to produce internationally high-quality intellectual 
contributions based on both theoretical and applied research, 
drawing on discipline-based and interdisciplinary scholarship. We 
aim to educate responsible future leaders for national and 
international businesses and the Finnish public sector.” 
 
Clearly, these, along with the wellbeing of employees, are issues worth promot-
ing. At the same time, academic leaders now and in the future need to fight against 
the different forms of stupidity that distract us from the mission of the university 
(Alvesson & Spicer 2016). These battles, though, might be frustrating and arouse 
negative emotions among faculty and staff. Therefore, we cannot expect leaders’ 
need for emotional regulation to decrease—thus, being oneself is still not always 
possible. 
Additionally, the turbulence in the academic world increases the need for em-
ployees to trust their academic leaders. The so-called post-truth era has created a 
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novel context for academic leadership as people trust not facts but their personal 
emotions, which they can feel to be real (de Jong 2017). Therefore, the interaction 
between academic leaders and faculty members cannot be based only on facts but 
also needs to include a component that is emotionally attractive. Ignoring negative 
emotions is not a wise strategy; it will only worsen the situation (Pearson 2017).  
In addition to taking care of the wellbeing of the faculty and staff, future aca-
demic leaders need to take care of themselves. The best strategy naturally is to 
ensure experiences of positive emotions, so leaders should encourage enjoying 
personal achievements. It is easy to state that negative emotions should be avoided 
but difficult to do so. However, this advice should be taken seriously. In the worst 
case, long-term forced emotional regulation can lead to emotional hangover, a state 
in which past emotional experiences affect future behaviour (Tambini et al. 2017). 
Thus, being aware of and expressing one’s emotions is not a weakness; it is a ven-
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On the nature of logistics activities, performance and costs 
Logistics in a firm – or in an organisation - comprises a large number of activities 
and processes that deal with the management of material, information and mone-
tary flows through it, typically in a broader supply chain/network context.  
Starting from the “upstream” end of supply chains, these tend to include various 
supply management, purchasing and inbound logistics tasks, followed by decisions 
and process to manage the materials once under the control of the firm.  
Effective and efficient logistics, or supply chain management, is also essential 
in matching the supply of a firm’s production in terms of variety, quantity, quality, 
location, timing and costs with the type and scope of demand at the marketplace, 
often labelled as the outbound logistics or “downstream” flow. 
In addition, logistics caters for firms’ reverse material flows (such as returned 
sales items or other materials used in the delivery process). Solutions to enable 
firms to realise resource-efficient circular processes (such as recycling and mini-
mising the environmental footprint) are becoming increasingly important. 
As such, logistics or supply chain operations are typically process-driven, and 
their measurement relies often on activity-based Key Performance Indicators, or 
KPIs. This is the more the case the larger the manufacturing or trading firm – or 
any other type of organisation - with materials or process flows to manage. 
Thus, the structure of logistics costs tend to be aligned more with Activity-
Based Costing and other process-based principles rather than “traditional” ac-
counting ones. As a result, the standard income statement or balance sheet of a 
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firm – and the underlying accounting data collection - is ill-suited for pragmatic 
logistics needs at firm level. 
Why measure logistics performance and costs? 
Logistics expenditure in EU 30 (EU28 + Norway and Switzerland) was estimated 
at € 960 billion in 2014 including in-house logistics activities and services bought 
from the market. About 44 % of this comprised cost for transport, 24 % for cost of 
capital tied in inventory, 23 % for warehouse management, followed by 5 % for 
order processing and 4 % for logistics administration. (Kille et al. 2015). Kille and 
Schwemmer (2014) estimated that logistics expenditure in Finland in 2012 was 
approximately € 22.3 billion, whereas Solakivi et al. (2016) came to an estimate 
of € 23.4 billion inside Finland using similar definitions and limitations. 
Apart from its sizeable macroeconomic effect, well-functioning logistics has a 
significant impact on firms’ competitiveness, as evidenced in the 2012 Edition of 
“Finland State of Logistics” (FSoL): Finnish wholesale and retail firms estimated 
that over 1/3 of their competitiveness depends on logistics; this share was over ½ 
for the large trading firms. Corresponding shares among manufacturing firms were 
over 1/5 for all, and over 1/3 for larger firms, respectively. (Solakivi et al. 2012).  
Logistics industry or logistics expenditure does not constitute any macro level 
statistical unit in the National Accounts either. Logistics is done both by in-house 
resources and through bought services, and in a statistical sense, it is virtually im-
possible to distinguish these two in a meaningful way. Furthermore, standard in-
dustry classifications for the transport sector includes both passenger and freight 
transport, which complicates comparisons too. 
Finland’s trade logistics performance in a worldwide context 
Figure 1 illustrates World Bank’s Logistics Performance Index LPI 2016, which 
measures logistics performance in international trade. In short, this means how 
“easy” or “difficult” countries are regarded by international logistics professionals 
and freight forwarders to organise trade to and from an individual country. 
The LPI was first published in 2007 initiated by Prof. Lauri Ojala and his team 
(notably by PhD Student Tapio Naula, co-author also in the LPI 2016 report). The 
worldwide data collection for the LPI 2007 was done at TSE.  
Since its inception in 2007 and through the subsequent LPI reports published in 
2010, 2012, 2014 and 2016, the LPI has become a standard reference on trade 
logistics performance worldwide. It is also used as a component in World Eco-
nomic Forum’s “Enabling Trade Index”, latest of which was published in 2016. It 
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also constitutes part of “EU Transport Scoreboard”, which was first launched in 
2014 and updated in 2016. 
Finland was ranked 15th in LPI 2016. The ranking improved somewhat from 
year 2014, when the rank was 24, but Finland was also ranked 3rd in 2012 (World 
Bank 2014; 2016). The assessments of Finland’s performance in different compo-
nents of the LPI in Figure 1 are largely in line with the evaluations by Finnish 
respondents in Finland State of Logistics 2016 survey. (Solakivi et al. 2016). 
 
 
Figure 1 The overall ranking and its components of Finland and some peer countries 
in Logistics Performance Index 2016. Y-axis indicates rankings among 
160 countries (World Bank 2016) 
In terms of trade logistics performance, Finland is among the top 10 % countries 
of the world. This is excellent result indicates the high quality and reliability of 
logistics services available for Finnish exports and imports, but also domestically. 
Policy impact of logistics performance and cost measurements 
The collection and analysis of firm-level data on logistics performance and costs 
has proven invaluable also in a policy-making context. Given the linkage between 
firms’, and by extension, countries’ competitiveness and logistics efficiency, al-
most every developed and developing country has woken up to the impact what 
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well-functioning business environment for logistics and related administrative ser-
vices mean to countries prosperity.  
The World Bank’s LPI has had a substantial impact to put Trade and Transport 
Facilitation (TTF) issues on the policy agenda of numerous countries as well as 
international organisations, such as all the Development Banks (World Bank, 
ADB, AfDB, EBRD, EIB), the EU, several UN bodies, the OECD and others, such 
as the World Economic Forum, as mentioned in Chapter 1.3. 
The methodological development of TTF analysis and its practical applications 
(See e.g. Arnold et al. 2010) and on self-reported surveys done by the TSE team 
in particular, have had wide-reaching implications in various parts of the world. 
This includes the application of FSoL-inspired surveys in e.g. the Baltic States 
(notably in Estonia), Greece, Malaysia, Namibia, Vietnam and Western Balkans. 
Over the past decade, the TTF expertise of TSE team members has also been 
sought after in a number of country-specific or regional analyses including, for 
example, Albania, Belarus, Greece, Mexico, Turkmenistan, Western Balkans and 
Zambia. In addition, several National Logistics Observatories have been set up in 
2016 in e.g. Chile, Argentina and Mexico, where TSE expertise has been relied 
upon (see e.g. Guerrero et al. 2015). 
In short, the policy impact of the TSE team’s work has been substantial in terms 
of its business impact within the logistics industry and beyond, and reaching out 
to senior levels of Government across a wide geographical coverage. Almost all of 
this work is outside the strictly academic publication context, but belong to Uni-
versity’s outreach activities in a truly multiple sense of the term. 
 
“Finland state of logistics” (FSoL) reports  
The state and view on future development in Finnish logistics has regularly been 
examined for over 20 years. The Finnish Ministry of Transport and Communica-
tions (MoTC) conducted their first Finland State of Logistics in 1992. Ever since 
2006, the responsibility of conducting the survey has been on Logistics research 
team at Turku School of Economics. This was done in cooperation with the MoTC 
until the 2012 edition, and with the Finnish Transport Agency in 2014 and 2016 
editions.  
The method of conducting the survey has remained the same, which allows for 
comparability across several periods from year 2005. Finnish trading and manu-
facturing companies are the target group of the FSoL, as well as logistics compa-
nies. The number of respondents has been over 2,700 at best. By using turnover as 
a measurement unit, the surveys have covered most of the target group.  
Like in previous reports, the main industries observed in FSoL 2016 include 
Finnish i) manufacturing firms (including construction); ii) firms in wholesale and 
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retail trade; and iii) firms providing logistics services. The data was collected with 
online surveys between April and May 2016.  
The target population in FSoL 2016 was 22,946 respondents. 1,146 answers 
were accepted, giving a response rate of 5.0 % including micro firms. However, 
the response rate among medium-sized and large firms was remarkably high.  
Table 1 Respondent companies of FSoL 2016 by industry type and company size 
 
 
As such, the FSoL data comprises the most comprehensive national logistics 
survey dataset in the world both in absolute and in particular in relative terms.  The 
unique coverage and depth of the data has also enabled the O&SCM research team 
– in various constellations – to publish over 15 refereed journal articles and nu-
merous conference papers. The data has also contributed to at least four PhD Dis-
sertations at the TSE since 2013. (See Appendix 1.) 
 
Development of firms’ performance based on the survey re-
sults 
Finland State of Logistics reports have studied the performance of firms in differ-
ent ways already for 25 years. Since 2005, logistics costs and key indicators of the 
activities have been followed mainly by using comparable methods, which enables 
the creation of time series and comparison of developments in time, for example 
in relation to development of costs. The FSoL surveys also include questions con-
cerning respondents’ views on the development of the firm’s economic and logis-
tical performance. The development of manufacturing and trade companies’ as 
well as logistics companies’ performance outlined below.  
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Logistics costs in manufacturing and trade 
Comparable data on logistics costs using the same method have been collected in 
the FSoL surveys since year 2005. Figure 2 illustrates logistics costs in Finnish 
manufacturing and trading firms in 2005-2015 based on FSoL survey data, which 
is weighted by firm and industry turnover.  
 
 
Figure 2 Logistics costs in manufacturing and trade as a percentage share of the 
turnover weighted by firm and industry turnover in 2005-2015 
Logistics costs have risen slightly when compared with the costs in 2013. Lo-
gistics costs in manufacturing and trade were on average 14.0 % of the turnover in 
2015, while in 2013, their share was 13.4 % of the firm turnover on average.  
Compared to the year 2013, the logistics costs that have increased the most are 
transportation costs, which on average accounted for 5.3 % of the turnover in 2015, 
whereas in 2013, their share was 4.4 %. Inventory carrying costs have also risen 
in comparison to 2013 and were 4.5 % of the surveyed companies’ turnover in 
2015 (3.7 % in 2013). A similar development can be observed also internationally. 
For example, in the United States, firms’ inventories have been growing since 2009 
(CSCMP & AT Kearney 2016). 
On the other hand, warehousing costs have decreased from 3.5 % in 2013 to 2.0 
% in 2015. Thus, the overall inventory costs have slightly decreased. The cost rise 
is mainly explained by increased transport costs.  
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Key indicators in manufacturing and trade 
In addition to logistics costs, Finland State of Logistics reports have followed key 
indicators of companies’ business activities. Such indicators include delivery time, 
share of perfect customer deliveries and payment times since 2005. Following sub-
chapters deal with, for example, payment times of firms and cash-to-cash cycle 
time as well as indicators related to timeliness of shipments by different back-
ground variables.  
Payment times and cash-to-cash cycles 
Based on the survey results, indicators related to firms’ cash-to-cash cycle time 
have further lengthened for both manufacturing and trade companies (Figure 3 and 
Figure 4). Firms store the products longer, receive payments from clients later and 
similarly, pay suppliers later than before. The long-term development of Finnish 
companies’ payment times has been studied by Lorentz et.al. (2016), for example. 
In manufacturing industry, the average cash-to-cash cycle time has become 
slightly shorter compared to the year 2014, whereas for trade firms, the cash-to-
cash cycle time has further grown. Manufacturing firms hold the goods in the in-
ventory on average for 60 days, while in 2014 the average inventory days of supply 
was 59 days. Similarly, manufacturing companies receive payments from clients 
in 31 days and pay their suppliers in 28 days on average. Thus, the average cash-
to-cash cycle time is about 62 days.  
Similarly, trade industry firms’ inventory holding time is on average 51 days, 
which is 9 days less than in 2014. It seems that payment time to suppliers is longer 
(27 days) than payment time from customers (21 days), which may be explained 
by the fact that many trade industry companies receive payments from their cus-











Figure 3 Development of payment times and cash-to-cash cycle time in manufac-





Figure 4 Development of payment times and cash-to-cash cycle time in wholesale 
and retail trading firms in 2006-2016 
However, average cash-to-cash cycle times are only a part of the whole picture. 
It should be kept in mind that there is great variation between industries as well as 
inside the same industry on how cash-to-cash cycle time and its components are 
formed.  
Inventory days Days of sales Days of Cash-to-cash
of supply outstanding payables cycle time
outstanding
Inventory days Days of sales Days of Cash-to-cash




To measure the performance of firms’ operations, respondents were asked to eval-
uate, for example, delivery timeliness for company’s own shipments and for their 
suppliers’. Figure 5 presents manufacturing companies’ assessments of their own 
as well as of their suppliers’ delivery timeliness grouped by company size. When 
compared internationally, the delivery timeliness of Finnish manufacturing firms 
seems to be of rather high level and variation between different-sized companies 
is low.  
Large manufacturing companies achieve delivery timeliness of over 92 %, me-
dium-sized companies around 92 % and small companies slightly above 91 %. 
Surprisingly, the results indicate that micro enterprises are performing best in de-
livery timeliness, their on-time shipments reaching a share of over 93 %.  
In trade, the delivery timeliness seems to be slightly better than in manufactur-
ing (Figure 6). One reason for this is that in trade, the delivery timeliness does not 
depend on manufacturing process, which is the case in manufacturing industry. In 
addition, customer relationships are different. Thus, it is not meaningful to com-
pare timeliness of shipments directly between these two industries. 
 
 
Figure 5 Manufacturing firms’ assessments of their own and their suppliers’ deliv-




Figure 6 Trade firms’ assessments of their own and their suppliers’ delivery timeli-
ness as a percentage share of on-time deliveries of all shipments in 2015 
It can be stated that in general, the average delivery timeliness of Finnish firms 
is quite good. However, differences between industries can be observed, which are 
elaborated further in the FSoL 2016 report (Solakivi et al. 2016). 
 
Conclusion 
In summary, the key findings on logistics KPIs and costs in the FSoL 2016 survey 
indicated that the operational efficiency of Finnish firms in logistics is quite high. 
Logistics costs in relation to firms’ turnover are somewhat high, but clear-cut 
cross-country comparisons are not possible due to differences, for example, in data 
collection methods, definitions, sample and target groups and industrial structures. 
(Rantasila and Ojala 2012 and 2015, Solakivi et al. 2016) 
In an international comparison on trade logistics performance provided by The 
World Bank’s Logistics Performance Index, Finland has stabilised its position in 
the top 10 % of the 160 + countries surveyed, which is a very good result (World 
Bank 2016). 
Apart from substantial firm and industry level impacts, the collection and anal-
ysis of firm-level data on logistics performance and costs has significant policy-
making impacts, too. Given the linkage between firms’, and by extension, coun-
tries’ competitiveness and logistics efficiency, almost every developed and devel-
oping country has begun to realise better how important well-functioning business 
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environment for logistics and related administrative services are for their prosper-
ity.  
Here, the World Bank’s LPI has had a substantial impact to put Trade and 
Transport Facilitation (TTF) issues firmly on the policy agenda of numerous coun-
tries as well as international organisations. The methodological development of 
TTF analysis and its practical applications as well as surveys done by the TSE 
team have also had wide-reaching implications across the world. These include 
FSoL-inspired logistics surveys in, for example, the Baltic States (notably in Es-
tonia), Greece, Western Balkans and Namibia, and country-specific or regional 
analyses conducted in countries as diverse as Albania, Belarus, Greece, Mexico, 
Turkmenistan, Ukraine, Western Balkans and Zambia, for example.  
As mentioned before, the policy impact of the TSE teams’ work has been sub-
stantial both when it comes to its level (typically at Governmental level and in-
volving numerous International Organisations) and its geographic coverage (a 
large number of countries virtually in every Continent). Almost all of this work 
has been practiced outside strictly academic contexts. Instead, this could be at-
tributed as University’s outreach activities at its best. 
The rather unique combination of both substantial academic, practitioner and 
policy-making contributions by the TSE Operations & Supply Chain Management 
team is also a testimony of the strength of good teamwork, which has been 
achieved by sharing knowledge both internally and externally, and by sharing the 
burden and rewards within the team. 
In conclusion, one could also see a parallel between (Management) Accounting 
and Logistics as disciplines within Business Administration or in Business 
Schools. Managed well, both are a necessary condition for firms to thrive, but nei-
ther constitutes a sufficient condition for success on its own, as exemplified below.  
No firm is established merely for the joy of “counting beans” – unless one is 
talking about an accounting firm, perhaps. In an equal measure, no one in his or 
her right mind starts a firm to ship and store goods just for the fun of it. But both 
disciplines and the set of skills they represent are needed for almost any type of 
business to prosper. 
With this small contribution of ours, we would like to thank you, Markus, for 
the excellent work you have done both within your discipline as an established and 
internationally distinguished Professor, and in particular as the Dean of the Turku 
School of Economics over the past years during a period, which has been quite 
challenging at times.  
Finally, on behalf of our entire research team, please, accept our sincere con-
gratulations for your 50th Anniversary, Markus! 
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Abbreviations and definitions 
FSoL Finland State of Logistics studies (in 
Finnish: Logistiikkaselvitys) 
KPI Key Performance Indicator 
LPI World Bank’s Logistics Performance Index 
Medium-sized enterprise Defined here as a company with a turnover 
between 10-50 million euros per year 
Large enterprise Defined here as a company with a turnover 
over 50 million euros per year 
Micro enterprise Defined here as a company with a turnover 
below 2 million euros per year 
O&SCM Operations & Supply Chain Management; 
the subject at Turku School of Economics 
(formerly called Logistics) 
Small enterprise Defined here as a company with a turnover 
between 2-10 million euros per year 
TSE Turku School of Economics 
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Professor Emeritus, Turku School of Economics, University of Turku 
 
 
Professor Markus Granlund has acted as the Dean of the Turku School of Econom-
ics during these years when the School has been finding its position among facul-
ties of the University of Turku. Since the earliest history of the School and the 
University, the position of the School of Economics has sometimes been under 
consideration. It has been asked whether the School should be a separate unit or 
would it be better that it is a part of the University. There are many internal and 
external factors and arguments affecting this issue. Until the merger in 2010, a 
strong opinion for the independence of the School was dominating – at least within 
the School. The current consensus seems to be that the existing status among uni-
versity faculties is an appropriate one – perhaps the only rational one in the current 
environment of the Finnish university policy. Markus Granlund has a good back-
ground for his important work because he knows the history of the School and has 
also a good international experience to conduct the School towards the future. I am 
presenting my best congratulations to the Dean by recollecting some ideas from 
the history of the School and reflecting some of the current challenges, too. 
The University of Turku was established in 1920. Already one year earlier, an 
idea of establishing a university level business school was raised, but in the early 
years of the independent Republic of Finland the idea was not realized. Even if the 
University was a quite small and narrowly based institution in the 1930`s, the Rec-
tor of the University argued that a faculty or a school for business studies would 
be needed to enhance business knowledge above the level of practical business 
skills. He did not get much support for his idea among professors of the University. 
Still in the 1940`s, the general attitude within the University was against this idea. 
A common view was that it is better for a university for civilisation and culture not 
to have a business school, in other words, business was not viewed as the business 
of a proper science-oriented university. The Turku School of Economics (and 
Business Administration) was founded in 1950 as an independent private school, 
to a large extent at the initiative of local businesses. Within the School, it was taken 
for granted that it is better to be an independent unit to have a clear image and a 
good brand of a capable business school. The most prominent business school of 
the country, the Helsinki School of Economics, was an independent private insti-
tution, too. Business faculties established later at some Finnish universities were 
not capable to earn the same kind of brand value at the market of business studies 
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and education as independent schools. The same structure remained even if also 
private business schools became state owned institutions under the state budget 
system in the 1970`s. In Turku this took place in 1977. 
During the economic crisis of the 1990`s, under the pressure of public sector 
consolidation, a new initiative for merger of the Turku School of Economic and 
the University of Turku came up. The argumentation for the merger was based on 
cost savings and economies of scale in research and teaching. The School was 
strongly against the proposal of the Ministry of Education and it succeeded by the 
help of its internal and external stakeholders to cease the process. No major uni-
versity mergers were organized in the 1990`s in the country. The university policy 
of the government was reformulated in many ways afterwards. Restructuring was 
considered necessary especially because of the large number of independent small 
universities. The requirement of a university merger in Turku was taken to the 
agenda some years later. In 2006, the Ministry of Education appointed a committee 
to prepare a proposal for a common structure for the University of Turku and the 
Turku School of Economics. The committee proposed a university consortium, not 
a proper merger. The explicit motivation for the consortium was to enhance re-
search excellence, and the Ministry allocated funds for this structural development 
project. But the outcome of the process was anyhow a university merger involving 
the two in 2010. 
The Finnish university legislation was reformed in 2004 in a way that the mis-
sion of universities included also the so-called third task/mission. The first mission 
or task is “independent academic research” and the second one “academic and ar-
tistic education”. According to the current law (since 2010), universities are sup-
posed to carry out their mission in a certain way: “In carrying out their mission, 
the universities shall promote lifelong learning, interact with the surrounding so-
ciety and promote the social impact of university research findings and artistic ac-
tivities.” This aspect of the current university mission is an important element in 
the Finnish university reform. For the School of Economics, while this kind of 
mission is not a new one, it has changed the activities of the School in many ways. 
From the point of view of traditional universities, the new policies created new 
challenges. The social impact is now an explicit target, on which also a part of 
governmental funding is based. After the merger with the University of Turku, the 
School is now strongly involved in helping the University to contribute in the area 
of the third task/mission, i.e. making social impact. Universities are nowadays sup-
posed to be at least to some extent entrepreneurial by their nature, too. This denotes 
a clear turn around in thinking compared to the early history of the University and 
the School. The Finnish university reform of this time took the opposite view, and 
now the Turku School of Economics is one of the seven faculties of the University 
of Turku. Also within the School it became gradually easier to realize how under 
the new circumstances its future development can be better safeguarded by being 
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a part of the University, especially if the School can maintain its own sub-brand 
within the University. 
The new thinking before the merger ended up to a view that there is a win-win 
strategy option available, especially when the structural development funding by 
the government is taken into consideration. A merger requires always much from 
organisations and people under the process, and it is clear that all outcomes of a 
merger are not just positive. But we will never know what would have happened 
had the School tried to keep its independence even if the government policy of-
fered only very scarce living space for a small university unit like the School was. 
Anyway, now we know that the new university structure has offered also possibil-
ities to the School. The University included in its new strategy a policy programme 
called University for Entrepreneurship. It means a good platform for university 
wide co-operation for research and teaching in a way, which is expecting notable 
contributions from the business studies sector. It also signals the fact that the 
School offered to the University some new opportunities, which would not have 
been possible to seize without the School of Economics. One interesting sign of 
the current thinking was a recent comment by the Rector of the University. He 
asked whether it is possible that a university for civilisation can also be a university 
for entrepreneurship. His well-argued answer was positive. Nowadays economic 
values are more and more created by scientific – or by cultural – inputs. Entrepre-
neurship is not the opposite of the academe. A philosopher and statesman J.V. 
Snellman argued already in the 1800`s that it is not the case that industries are 
paying costs of cultural life. On the contrary, he noted, industries are fruits of cul-
ture and civilisation. In the era of artificial intelligence this must be even better 
true than over one hundred years ago. 
Even if entrepreneurship is a strategic factor in the current agenda of the uni-
versity and thereby indicates the need for the involvement of business studies, the 
School covers much more than that. The final test of its success as a part of the 
University will be how it can develop academic research and education in all the 
relevant fields of the School. It must not only be a subcontractor of the University. 
Business studies are quite far from most of the scientific specialization of the Uni-
versity faculties, but all parties can anyhow benefit from co-operation. Just like 
Markus Granlund wrote in his blog, there is a need to point out that business studies 
and economics are social sciences, which have normal scholarly quality require-
ments and responsibilities of science. The environment of science is global and 
competitive also in the case of business studies and economics. Business practi-
tioners or academics of other sciences have sometimes too narrow view about the 
role of business studies. They are not only for applied research and practical teach-
ing of business skills. The increased interaction with the other faculties of the uni-
versity after the merger has enhanced possibilities to develop the scientific basis 
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of the School. One concrete positive case has been the formation of the new De-
partment of Economics, having after the merger good recourses in the Finnish 
scale and belonging to the best ones in the country. 
The Finnish university reform is now transforming universities in a very funda-
mental way. Until now we have not yet seen all outcomes of the process. At the 
moment, there seem to be strong requirements that universities must serve the 
country and the society quite directly by producing useful knowledge and skills. 
Perhaps sometimes in the future this is considered to be a too myopic approach to 
the agenda of universities. Universities have existed for hundreds of years. They 
have faced many kinds of external pressures, but they have sustained because of 
their strong internal dynamics. We should remember this if a need for clearly meas-
ured output and outside-determined effectiveness of universities will further grow 
in significance as it now seems. The Turku School of Economics can fulfill these 
requirements because its basic nature has been always to serve the country by de-
veloping business and economic knowledge. But how this will be managed is bet-
ter to leave for the assessment of the academic community itself. That is in line 
with the spirit of the new University Act, too. 
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Professor Markus Granlund – 







I had the great pleasure to be a student of Professor Granlund for almost 15 years. 
Our collaboration started back in 2000 when I began my master’s degree in what 
was then known as the Turku School of Economics. The fact that as one of his 
students, I can use the term collaboration when describing our working relationship 
defines Granlund's special character. His professionalism and expertise are un-
doubtedly top class and these characteristics are not only applicable to his field of 
science. He is also very approachable, has a wonderful sense of humour and a level 
of emotional intelligence that makes collaborating with him a pleasure.  
My earliest memories of Professor Granlund go back to an event where new 
undergraduates were being advised on their choices for their major subjects. There 
were many subjects to choose from: management & organization, accounting, 
business law and economics. It reflects well on Professor Granlund’s credibility 
and influence that I still remember how he convinced us that accounting, and es-
pecially management accounting was “the smart choice”. And so it has been. 
Thank you for the tip Markus.  
From my time as an undergraduate, I remember how Professor Granlund’s clas-
ses were incredibly popular and full. The courses he taught were a favourite not 
only with accountancy students but with many students of other subjects. We were 
disappointed when we couldn’t vote him Teacher of the Year every year.  
Professor Granlund's teaching methods had some unusual qualities which in-
spired us. He taught with passion and gusto. For him it was not good enough just 
to talk through the standard course materials. He was charismatic and used plenty 
of practical examples. This made the theoretical aspects of the subject more inter-
esting and gave us the opportunity to engage in discussion. Professor Granlund 
also made us aware of, and interested in academic criticism. He hardly ever spoke 
about a given matter as an ultimate fact. Instead, he approached subjects from mul-
tiple points of view and wasn’t afraid to add his own opinion. Often, in the end, he 
would even challenge his own point of view. This sort of dedication to one's pro-
fession can’t always be the easiest way to exist or teach, but I believe that in bal-
ance Professor Granlund has achieved one of his own goals; he has increased the 
numbers of critically-minded, business-oriented accountancy professionals in the 
world.  
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It has also been a great joy of mine to witness Professor Granlund’s success 
outside the academic world. In my private sector career I have organised events 
aimed at Chief Financial Officers and Managing Directors. At one of these events, 
Professor Granlund agreed to open the conversation on management control top-
ics. Because of his extensive experience, and as someone who has conducted many 
case studies in the field, he was able to chat naturally and be at ease with the busi-
ness representatives. Afterwards he was praised by the seminar attendees. It was 
due to Professor Granlund’s suitably conceptual talk that the conversation in the 
seminar rose to a level that we probably wouldn’t have otherwise achieved.  
For someone like me who comes from a practical rather than business scientific 
background, my doctoral dissertation was a very real challenge. Professor 
Granlund had many methods to support the study process, of which I still remem-
ber a few. When at first I struggled to adopt a more academic approach to my work, 
his attitude as well as his methods helped me along. Generally, when he saw his 
students stumbling on either scientific or practical aspects, he was there to offer 
advice to spur things along.  
One of the methods he introduced me to was called a “two pager”. Although at 
times it felt like torment, it was using this method that Professor Granlund guided 
my anxious self to concentrate my research questions, the methodology, my find-
ings and conclusions into just two pages. In retrospect, I can see how this arduous 
method was in fact genius. Using this method ensured that I didn’t bury myself 
under a vast amount of information, but the main threads of the study were clear 
and concise. Professor Granlund’s extensive and in-depth knowledge of account-
ancy and these practical tips formed a comprehensive support layer that was a great 
comfort to a doctoral student.  
As a non-academic, when I was writing my doctoral dissertation I came across 
a great deal of information that was new to me. There was a whole new language 
and terminology, new ways of thinking, behaviours and approaches. After com-
pleting my doctoral study, I have described the experience like taking a flight to 
the moon. It is on this flight that Professor Granlund’s support was invaluable and 
without him I couldn’t have completed it. There were times when he allowed me 
to float off course and I would have to find my own way back to my flight path. 
Even when I realised that I had veered off course I didn’t need to panic because I 
knew his help was available. It was during these deviations from my route that I 
developed a more profound knowledge of my subject. It was as if Professor 
Granlund had an invisible life support line to my space suit so that I didn’t drift 
away. Anybody taking a trip to the moon would be lucky to have a top professional 
like Markus as their guide. 
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The New Universities Act:  
From an Academic Community  








Finland’s universities are owned by the state 
The universities of Finland are owned by the state. Their total has slightly declined 
in recent years, as a result of university mergers – currently totalling 15. For in-
stance, Turku School of Economics was merged within the University of Turku in 
the beginning of 2010. 
Universities are regulated in the Universities Act (Yliopistolaki 558/2009) and 
also the government decree issued with regard to universities, as well as in certain 
other statutes. In addition, the Ministry of Education and Culture supervises uni-
versities quite closely with the help of budget control. 
The Finnish Parliament annually approves the basic financing of the universities 
as an institutional entity. Funding is distributed among the universities primarily 
in accordance with the national financial model, on the basis of their teaching and 
research related performance. In addition, the universities obtain strategy-based 
funding, which is agreed between the Ministry and each university. 
The purpose of the national financial model is to reinforce the quality, impact 
and productivity of the universities’ operations. The financial criteria attempt to 
promote the attainment of current higher education institutions-based policy tar-
gets.  
The basic funding is allocated to the universities as one entity. The universities 
decide on the targeting of financing in accordance with each university’s own in-
ternal strategies. 
Government authority has already long encouraged universities to acquire ex-
ternal funding. Indeed, approximately one third of overall financing derives from 
other sources than the state budget, such as from other public financial providers 
and private sources. A significant proportion of other financing is research funding 
subject to national competition. 
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In internal administration and the planning of degree programmes, the univer-
sities have relatively substantial autonomy, but legislation and state funding estab-
lish obvious limits for this. 
The new Universities Act – a significant change 
The new Universities Act entered into force in 2010. Alongside it, the universities 
were brought under the control of a new type of administrative and management 
model. The Act seems to copy principles that are typically applied in business en-
terprises. This meant substantial change in both principle and practice, compared 
to the earlier academic, collegial system of management. 
Already prior to the new Act, the Ministry of Education and Culture had led 
efforts to have the universities adopt management principles similar to those en-
countered in businesses. The same ideas had already been presented in public for 
a long time by opinion leaders of business life as well as by the managers of various 
entrepreneurial organizations. 
Officials in the field of education in addition to many politicians accepted the 
entrepreneurial management model enthusiastically. After all, the same kinds of 
ideas had also been presented and implemented elsewhere in the Western world. 
In the following, we examine the impacts of the Universities Act on the admin-
istration and management of the universities – in particular, taking a critical per-
spective to the  management ideology borrowed from the world of business. We 
will compare the situation before and after the inception of the Universities Act, 
among other things, emphasizing the change in the balance of power between the 
rector and the university staff. We will study so-called public universities (in the 
Universities Act, there is also dealt with another type of universities, foundation 
universities). 
 
The centralized entrepreneurial management system and ex-
ternal persons on the board 
Rector as the university’s CEO 
The new Universities Act eliminated the old collegial university management sys-
tem and emphasizes individual directors in accordance with the entrepreneurial 
model. Although there was, of course, a rector and unit directors in the old univer-
sity system – faculty deans, department heads, etc. – various collegial bodies had 
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considerable power. This way decision-making power was centrally held by pro-
fessors, other staff and students – in other words, by the scientific community, 
which was the core of the old university. 
In the new Universities Act, the rector is in effect CEO of the university, whose 
authority is nevertheless limited to some extent. Similarly, the dean of the faculty 
and department heads are comparable to the department managers in a business 
enterprise. 
The task of the rector is to manage the operations of the university and decide 
on matters affecting the university, as well as to be responsible for the economical, 
efficient and effective discharge of the university mission.  
 Further, the rector takes responsibility for legal compliance of the accounting 
as well as the reliability of the financial management. 
The rector also looks after the preparation and presentation of the agenda for the 
Board as well as implementation of Board decisions, unless otherwise designated 
in the university regulations. The rector is additionally the HR director, as s/he 
decides on the hiring and dismissal of staff. The rector therefore has a rather tight 
rein over staff. 
In the universities’ old administrative model, the rector acted as the chairperson 
of the Board. In the new legislation, the authority of the rector is limited, in relation 
to the fact that the chairperson of the Board is elected from outside the university. 
Further, the rector may undertake action which is far-reaching in terms of the 
university mission only where the Board has authorised him/her to do so or where 
it is impossible to wait for the decision of the Board without causing essential harm 
to the operation of the university. In the latter case, the Board must be informed of 
the action without delay.  
 With these limitations, the rector manages the operations of the university 
alone, deciding on its matters as well as being in charge of the effectiveness and 
efficiency of its functions. Moreover, as mentioned above, the rector is responsible 
for the preparation and presentation of matters for the Board and the implementa-
tion of Board decisions. This being the case, the comparison with the CEO of a 
company is relatively apt. 
The quota principle and the tasks of the Board 
The Board is elected on the quota principle familiar from previous legislation, sup-
plemented by members external to the university. According to the quota principle, 
the groups composed of professors, other staff and students elect a certain number 
of members for the Board from within their midst. The rector, deans and other unit 
directors cannot belong to the Board.  
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The task of the Board is to determine the foremost objectives of the university 
operations and economy, and the strategy and management principles. It also de-
cides on the university’s operational and financial plan as well as the budget, and 
prepares the financial statement. The Board is also accountable for the manage-
ment and use of the university assets, unless the board has devolved the power to 
the rector. 
The Board elects the rectors and decides on the division of labour between them, 
and can also dismiss the rector if there is a legitimate and well-founded reason for 
it.  
Further, the Board arranges the supervision of the accounting and asset man-
agement and adopts agreements of major importance or fundamental consequence 
for the university and issues opinions on important matters of principle concerning 
the university. 
The Board also adopts the agreements concerning educational and science pol-
icy objectives made with the Ministry of Education and Culture, and adopts the 
university regulations and other corresponding rules pertaining to general organi-
sation and decides on the operational structure of the university. 
Moreover, the task of the Board is to hire the leading staff directly functioning 
under the subordination of the rector, unless the Board has devolved the task to 
another university organ. 
The general, strategy-type and other comprehensive matters – such as objective 
setting, planning and organizing – thereby belong to the university Board, in the 
same way as with the Board of Directors of a business enterprise. As noted, the 
rector takes care of matters on the operational management and practical level in 
a manner similar to the CEO of a business enterprise. 
Members and chairperson of the Board from outside the university 
At least forty per cent of the Board’s members as well as the chairperson of the 
Board must be elected from persons outside the university. The entry of an external 
chairperson and external members on the Board reduces on its part the power of 
professors and other staff, and means at the same time a clear exception to the 
expert authority and autonomy of the university predominant in the ‘old’ system. 
The Universities Act therefore seems to consider that functioning on the univer-
sity’s governing body does not necessarily require scientific competence or any 
other familiarity with university operations. It is naturally possible in practice that 
there is an attempt to elect external members by reference to their familiarity with 
the university world, but the law does not require this. 
131 
However, a deeper expertise on the university is generally lacking in the case of 
external persons. In most cases, such persons have probably been acquired their 
experience of university as a student, perhaps long time ago. 
The entry of external members to the Board means an impact from the external 
system of values on the university’s decision-making process. In many cases, it 
expressly signifies an increase in the influence from the business life, as quite fre-
quently in practice business managers and other persons from business life are 
chosen to the Board. These elections are made by the University Collegium (see 
next chapter). 
Although the election of business world representatives to the Board increases 
the interaction between universities and the business life – which is undoubtedly 
beneficial to universities – the influence of the business life on the Board decisions 
may on the other hand jeopardize the strict scientific independence of the univer-
sity and its researchers. 
The same trend applies with regard to the obligation set for the universities to 
acquire external funding, as certain terms and conditions may be attached for re-
search and possibly also its results. Even if particular terms and conditions were 
not imposed, researchers may face the temptation to bend towards the views of the 
financiers in their research work. 
The influence of the external system of values may, among other things, lead to 
a decline in the importance assigned to basic research. This may occur, for exam-
ple, in cases where the research themes chosen on scientific criteria do not appear 
to external eyes “useful” enough. The practical utility of basic research is, after all, 
frequently uncertain and is often realized – even in the best cases – over an ex-
tended period of time. 
 
The university collegium: a legacy of the old system 
A relic from the old collegial administrative system in the universities is the Uni-
versity Collegium (or the Collegiate Body), whose members are composed of uni-
versity staff and students. It elects its chairperson and deputy chairperson from 
amongst its members. The rector has only the right to speak and to be present in 
the Collegium. 
The Collegium offers a channel of influence to the university commu-
nity 
The task of the Collegium is to elect the external members to the university Board 
as well as confirm the election of Board members by professors, students and other 
132 
staff groupings. The Collegium also dismisses a Board member on the proposal of 
the Board. 
From the perspective of the reduced autonomy of the university community, it 
is a positive aspect that the university’s staff and students are able to affect which 
kind of representatives from outside interest groups are elected to the Board. Per-
haps, however, they have not always considered the possible dangers of business 
world influence on university. 
The Collegium also elects the university’s auditors and confirms the financial 
statement and the annual report of the university and discharges the Board mem-
bers and the rector from liability. 
Moreover, it decides on the bringing of an action for damages against a board 
member, the rector and a chartered accountant, in addition to releasing a Board 
member from his/her duties. 
The Collegium is above the Board and rector in the university organization, and 
it thereby offers the university community a counterforce to the exercise of power 
by the rector and Board.  
However the significance of the Collegium as a counterforce for the rector as 
well as the Board decisively depends in practice on the activity of the Collegium’s 
chairperson and its members, as well as their administrative skills. 
In the old administrative model, the Board consisting merely of representatives 
from the staff and students elected the rector: as mentioned, the choice of rector is 
now made in part by external members totalling 40 per cent, which increases the 
rector’s independence from the staff.  
The Collegium is a healthy administrative solution, also in the sense that it of-
fers the expertise represented by staff and students a channel, by which it is able 
to affect the administrative decisions of the university – in addition to the channel 
offered by the Board memberships. 
The possibility of conflict 
Because the Collegium has been given a certain amount of power in university 
decision-making, there might naturally arise conflicts, for instance, between the 
Collegium and both the rector and the Board. Naturally, in all kinds of organiza-
tions the possibility of conflict always exists. However, if personal relations are in 
order, the question of dominance and counterforce are irrelevant – as well as con-
flicts. 
It is interesting that the functioning of the traditional university’s collegial ad-
ministrative structure was often regarded outside the university as conflict-oriented 
133 
or even “wrangling” between the university’s internal interest groups – and re-
ferred to this, this system was critiqued particularly when the current CEO model 
and the Universities Act was driven through. 
In this argument, however, the central concept of the collegial administrative 
model was misuderstood: the joint decision-making of various interest groups 
which occurs within the context of mutual interactions and reconciliation, is not in 
general "wrangling". If the system rests on a healthy foundation and is managed 
correctly, potential conflicts end in consensus. 
 
An entrepreneurial university emphasizes measurement 
In addition to the CEO model, it is characteristic of the entrepreneurial university 
concept that the effectiveness of operations is an essential aim and criterion of 
success, and it is followed-up intensively. In business enterprises, success is meas-
ured with money, i.e. by various profit indicators. 
The problems of measurement in the university 
The criteria for the success of a university cannot, of course, be profit measured in 
money, because money represents only an input factor for the universities. The 
yield of a university is, instead of money, something qualitative and intellectual. It 
can be concretely characterized as, for example, the number of degrees and re-
search projects completed. In more abstract terms, the yield of universities is in-
formation, knowledge, wisdom and civilization. 
Since university yields are basically qualitative, their quantitative measurement 
is difficult. Therefore, the application of an entrepreneurially modelled measure-
ment mentality forms a major problem in universities. According to the entrepre-
neurial model, measurement must always be practised and as unambiguously as 
possible as well; therefore, measurement tends to concentrate on quantitative indi-
cators. This has occurred at universities as well, in spite of the qualitative nature 
of the university yields.  
However, the validity of the indicators appears to remain in universities a sec-
ondary issue: the measurers do not often appear to be concerned over what the 
indicators in actually measure – as long as they measure something. 
Even if as typical yardsticks for the operations of universities are used the total 
numbers of degrees and publications, there has also been an attempt to introduce 
quality by measuring, for example, the entry of the graduated onto the labour mar-
ket and by dividing up publication forums on the basis of their assumed quality. 
These are, however, rather approximate indicators. 
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It must be remembered that universities are not universities of applied sciences, 
which educate students for labour markets. And moreover, employment is largely 
a matter dependent on the individual’s personality and other personal qualities. 
Correspondingly, the merits of a publishing forum are at the discretion of subjec-
tive evaluation. 
Generally, foreign publication forums are regarded as best: after all, internation-
ality is one of the central values both in the world of business and in the university. 
On the other hand, from the perspective of the community, a publication in Finnish 
may in many cases be more useful than one in a foreign language, but stressing 
internationality seems to be more important than the interests of the community. 
Of course science also frequently strives towards internationality, but this is a dif-
ferent matter than uncritical emphasis on the latter. 
Foreign ranking lists and reducing expences 
The media in particular follows foreign ranking lists that create a competitive jux-
taposition between universities. The ranking lists are structured by reference to the 
needs and circumstances of foreign universities and especially favour the natural 
sciences as well as publishing in certain international journals. If a university is 
missing a medical faculty, for instance, it is clearly in a poorer position in ranking 
than universities that have one. 
Despite these sorts of imbalances, rankings are used as such for the comparison 
of all universities and to position universities accordingly. In this way, partly erro-
neous criteria are used to criticize weakly ranked universities. This results in 
groundless demands for change being made to universities, even if they perform 
in their own area quite acceptably or well. 
The consequence has been a groundless underestimating of our universities.This 
kind of negative publicity tends also to generate a loss of motivation on the part of 
the staff. Appreciation for our universities and research has indeed gone from bad 
to worse during the last few years and decades. There may indeed be many reasons 
for this, but distorted rankings are without a doubt one of them. 
Both general profitability thinking and the decline in appreciation for university 
research have on their part reinforced the wishes on the part of the government to 
impose cuts on state funding. 
In reducing expences, the short-term target-based utilitarian thinking specific to 
the entrepreneurial operational culture, combined with the annual measurements 
of results, are in danger of leading to a situation where such projects are particu-
larly saved from cuts, where fast results are anticipated. In other words, funding of 
the basic research is being cut, because there results are obtained slowly and un-
certainly. 
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Irrelevant indicators are detrimental 
The idea behind universities has at least formerly comprised freedom of research 
– and the term is still mentioned in the Universities Act, but the reality might often 
be different.  
A genuine academic freedom is very essential, as it ensures at its best the emer-
gence of creativity. In the old university, the quality level of research was tradi-
tionally subjected to comparison and competition in, for example, filling a posi-
tion. In addition, scientific work was also in the old days competitive by nature. 
Many do perceive the irrelevant indicators applied in the current university sys-
tem as disruptive to research and its freeedom. And inevitably this is exactly what 
they are – particularly if and when the indicators emphasize matters that are dif-
ferent from the research traditions and scientific criteria. 
This way the researcher may end up in a situation of conflict: should s/he ex-
amine the kind of themes that are scientifically interesting and important in the 
view of the researcher, or those favoured by the indicators? 
This kind of dysfunctional indicators should indeed be eliminated or revised for 
relevancy, but experience actually suggests that under the current ideology both 
the Ministry and political decision-makers are not interested in seeing any faults 
in the current system.  
The researchers of universities can thereby react to the irrelevant indicators 
mentioned either by carrying out research as well as possible and ignoring the 
“recommendations” of the indicators, or through adapting to these indicators – in 
spite of their harmful effects on research. 
 
How is the new Universities Act perceived in the universities? 
Since the Universities Act has now been in effect for six years, experiences have 
been collected with regard to its viability and impacts. Accordingly, questionnaire 
studies have been carried out amongst the staff, in order to discover impacts re-
sulting from the Act.  
It has been noted that the work satisfaction of staff has diminished following the 
inception of the new Act. According to one study, only ten per cent of the staff 
considered the university reform as successful. Academic freedom was also per-
ceived as declined. A large proportion of the staff no longer feel capable of affect-
ing university and working environment to the same extent as before. 
This development seems to have been for the most part a consequence of the 
entrepreneurial, centralist management model introduced by the Universities Act. 
It emphasizes, as mentioned above, the importance of the rector and the admin-
istration in everyday operations. 
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The change can also be described as an increase in bureaucracy. The admin-
istration gathers many kinds of information important from its own perspective, 
the significance and utility of which are frequently difficult to understand on the 
teaching and research level. Collecting this information naturally takes time from 
the university’s main operations, research and teaching. 
Centralization of the administration has also led to a situation in which admin-
istration personnel have been transferred from the institutional level to the central 
administration, due to which the accessibility of services on the institutional level 
has deteriorated. Accordingly, many professors, for instance, have reported that 
they have been required to increasingly sacrifice their time to routine administra-
tive tasks. 
The changes in the universities’ financial model have led to a situation where 
an ever larger part of professors’ time is taken up with acquiring research funding. 
The application bureaucracy linked with this has grown and grown – which natu-
rally reduces the time available for research work. 
The competition introduced with the entrepreneurial management and opera-
tional culture has created competitive positions among individuals, research 
groups and organizational units. This diminishes cooperation which previously 
was one of the core aspects of academic work. Precisely, the performance meas-
urement and ranking lists dealt with above have fostered a competitive mentality. 
In most disciplines, team work is an essential mode of working, so there is no 
room to make it more difficult. Naturally competition can activate operations – and 
that is in fact its purpose – but its negative consequences must be acknowledged 
and an attempt made to eliminate them. 
 
Is there something that can be done? 
How can all these problems be resolved? It has been noted, however, that the gov-
ernment has no interest in “opening” the Universities Act. Exactly, the entrepre-
neurial policy adopted in the Act is in accordance with the generally dominant 
ideology found in the state administration. In addition, it mirrors the neoliberal 
economic thinking adopted throughout the entire Western world. This being the 
case, it seems useless to hope for changes, at least in the short term. 
The only realistic option would appear to be that the staff of universities en-
deavour to minimize, according to their possibilities, the harm caused by the cur-
rent administrative model in their work. There seems evidently to be motivation 
for this, since – as previously noted – the staff are quite extensively dissatisfied 
with the current administrative model. For the most part, it is only the universities’ 
rectors and other administrative personnel who appear to be satisfied with the sit-
uation. Assistance from them is therefore not to be expected. 
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It is of course also possible to live under the Universities Act as well. The staff 
at the universities still appear to be internally strong and motivated, and therefore 
they are capable to adapting to the challenges and requirements imposed on them 
– no matter how unjust the challenges happen to be. 
The success of the universities and staff satisfaction nevertheless depend a great 
deal on what sorts of personalities are chosen for management positions at the uni-
versities. The current administrative model permits an autocratic management 
style, contrary to the old collegial university model. For this reason, there is reason 
to be especially careful in the election of rectors as well as Board and Collegium 
chairpersons. 
At all times, the right type of personality and administrative skills of the rector 
have been an important resource for the university’s success and reputation. This 
is the case particularly in the present situation as our universities are regulated by 





Extrapolating the Impact of Integrated 








In 2001, two promising and perhaps even future minded young researchers wrote 
a paper about the managerial impact of integrated information systems. The paper 
presented 11 predictions about the ways how increased automation of operations 
and reporting will change managerial work and decision making. In the current 
paper, approximately 16 years after the original paper was written, I shall revisit 
and test 5 predictions, by comparing them with the realities of contemporary uni-
versity management. University management is selected, because both authors of 
the original paper have done considerable amounts of empirical data collection in 
this context. The key conclusions are, that all five predictions have already started 
to become reality in universities, but the original predictions had a slight positive 
bias – new technology does not only assist managers, it also brings additional chal-
lenges. This is, however, only one study carried out in one university and therefore 
more research is needed to validate its findings and conclusions. 
 
Introduction 
The new technology does not yet have a single established name. We 
shall call it information technology (Leavitt & Whisler, 1958, p.41). 
 
In 2001, the author of the current paper wrote a co-authored paper about the man-
agerial impact of integrated information systems together with his colleague 
(Granlund and Salmela, 2001). Although the paper remained as an unpublished 
working paper, it laid down several interesting extrapolations of the organizational 
and managerial impact of information technology. Extrapolations were formulated 
in a manner that they can be empirically tested.  
Our paper in 2001 was positioned to continue the research that was initiated in 
an article in Harvard Business Review in 1958, where Leavitt and Whistler (1958) 
predicted that the new information technology would cause revolutionary changes 
in management. In particular, the paper made predictions that organizations will 
centralize decision-making and middle management decisions will either be 
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moved to be made by senior managers or by analysts and operative workers. For 
decades, research didn’t observe any such changes. At the end of the 1980's, how-
ever, Applegate, Cash & Mills pointed out that Leavitt and Whisler's predictions 
were perhaps more accurate than what the critics had claimed (Applegate, Cash 
and Mills, 1988). Downsizing and flattening had become major trends and corpo-
rations were reporting restructuring projects that thinned management by 30 to 
40% percent.  
In the spirit of Leavitt and Whistler, our original paper in 2001 aimed at pre-
dicting further changes in management. Given the fact that many global companies 
had implemented ERP systems in late 1990s (Markus, Tanis and Fenema, 2000), 
and the Internet and Web was providing a completely new easy-to-use platform 
for collaboration within and between companies (Porter, 2001), it seemed reason-
able to presume, that transformation in management and decision making will con-
tinue. This presumption was supported by management accounting literature of 
that time, where the implications of new systems were also debated (Cooper and 
Kaplan, 1998). Hence, starting for the paper point was that: ”The question is not 
whether the work of managers will change or not, but how it will change”. The 
paper then identified altogether 11 predictions of how managerial work and deci-
sion making will be affected.  
In this paper, I have selected 5 most interesting ones for closer examination. As 
the initial predictions were made about 16 years ago, it does seem reasonable to 
expect that at least some of the predictions should be observable in managerial 
practice. University management was selected, because both authors of the origi-
nal paper have embarked into a longitudinal research project, enabling them to 
make longitudinal empirical observations during the past 7-9 years. The first au-
thor of the original paper accepted the position of a Vice Dean of Turku School of 
Economics in 2008. To improve reliability and validity of observations, the second 
author joined the empirical data collection by accepting the position as the second 
Vice Dean of the school in 2010. At the same time, the Turku School of Economics 
was merged to large multidisciplinary university, providing some flavour of con-
trolled experiment to this research. To gain first-hand experience in managing the 
entire faculty, the first author of the original paper later accepted the position of 
the Dean of the School of Economics in 2012. The data collection period has lasted 
until 2017.  
While working as the Dean and Vice Dean, both authors of the original paper 
have had the opportunity to observe changes in managerial work from the perspec-
tive of Turku School of Economics. The school is part of a multidisciplinary Uni-
versity of Turku, with six other large Faculties. I acknowledge that some of the 
observations presented here may look different in higher organizational levels, i.e. 
at the level ministry, rectors and administrative managers. Some issues could also 
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receive different interpretations by Department Heads and Heads of Subjects, and 
definitely so by individual researchers and teachers.  
Due to restrictions that can be labelled as “technical”, I’m reporting our experi-
ences without being able to triangulate them with the first author of the original 
paper. This is not ideal, in terms of validity and reliability of reporting the obser-
vations. Nevertheless, I strongly believe that the experiences and observations re-
ported below do reflect the true nature of managerial work at the university, and 
thus provide a basis for evaluating the five extrapolations. 
 
Growth of integrated information platforms 
In our original paper we predicted that the era of personal computers will gradually 
be over and information will increasingly be stored in integrated platforms. During 
the 1990's, more and more companies started experimenting with ERP systems 
(Enterprise Resource Planning systems), enabling business information to be 
shared by business units operating in different countries or even in different conti-
nents. Another important platform of that time was the World Wide Web. In-
creased use of the Internet meant that more and more business information was 
digitized and stored in corporate intranets and extranets. Web applications enabled 
business units to share unstructured information containing sound, visual images 
and video. Hence, we extrapolated this development to continue: 
 
More and more business information, both structured and unstruc-
tured, will be stored in enterprise wide databases and data ware-
houses (instead of local computers) and thus made available to man-
agers in all business units. 
 
Based on our observations in the context of university management, this predic-
tion can be evaluated as being correct. Although laptops are being used to create 
text documents, presentations, research data files, research articles, and teaching 
videos locally, such information is almost immediately moved to centralized sys-
tems, e.g. e-mail servers, eLearning platforms (Moodle), intranet, or web based 
data services, such as Dropbox or Research Gate. Likewise, structured information 
is increasingly stored in university level or even national databases and data ware-
houses. It is also true, that increasing amounts of data are now directly accessible, 
not only to managers themselves, but also to peers and even public media.  
Our observations do, however, also point out that it appears to be somewhat 
difficult to ensure data quality in integrated information platforms. As the distance 
between sources of information and its usage in different contexts increases, data 
can be combined in a manner that no longer makes sense. To provide an example, 
performance measures at the ministry level can be somewhat biased, if resources 
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from one system are combined with performance indicators from another. What is 
a minor inaccuracy for ministry, may cause a major headache for the Dean. Trying 
to correct clear mistakes or misleading summaries is part of daily work for univer-
sity managers. Another frustrating issue is the incorrect, outdated or missing infor-
mation in different websites, let alone social media, which is more or less com-
pletely out of control. Correcting or dealing with misleading information in inte-
grated information platforms has become a routine task for university managers at 
all levels.  
 
Wider scope of business integration  
In our initial paper we observed that the primary strategic reason why companies 
are implementing integrated information platforms is related to the possibilities to 
search new integrated business models and thus improve operative efficiency 
and/or competitiveness.  The ability to use synergies between different units and 
to configure a tailored and highly integrated value chain is an essential part of a 
company’s competitive strategy.  It is the primary means in strategic positioning 
and in creating a truly distinctive value offering for customers. In the era when 
technology enables unlimited sharing of business information, the way business 
operations are integrated can no longer be seen as an operative or tactical question. 
But we also warned that senior managers need to bear in mind that the law of 
diminishing returns also applies to the integration of business operations. The 
downside of integrated business models is that the enterprise loses the advantages 
of modularity, i.e. of having loosely coupled independent units that cooperate us-
ing simple contracts and standard interfaces.  Harmonization of business processes, 
standardization of operative information, and integration of global systems are all 
tools that should be used with great care. Inflexible customer service, inability to 
adjust processes to local needs, increased IT costs and failures in managing com-
plex IS project, can all be signs of excess of integration, rather than lack of it. 
Hence, we extrapolated that the ability to define how far to go in business integra-
tion is going to be one of the most critical and difficult strategic decisions in the 
near future:  
 
Setting the right scope for projects that aim at business model inte-
gration both inside the enterprise and with business partners is one 
of the most difficult and significant managerial decisions created by 
integrated information platforms. 
 
Recent development in the Finnish University system can be easily interpreted 
as an attempt by the ministry to increase the scope of integration both within and 
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between universities. Decision to merge several small universities into larger mul-
tidisciplinary ones in 2010 was partly seen as a way to IT enabled synergies e.g. 
in administration. Simultaneous implementation of financial Shared Services Cen-
tre in Vaasa, and implementation of financial modules of SAP as a single instance 
application for all Finnish universities, provides an explicit example of national 
level integration. As another example, due to the ministry led thrust to profile uni-
versities, 10 Finnish business schools agreed to embark on a project, where they 
develop a virtual learning environment for providing a business minor for students 
in all Finnish Universities. Although the potential for synergies is obvious, so are 
the complexities of managing thousands of students and finding ways to share 
costs within the consortium. Overall, starting from the budget cuts that commenced 
in 2015, the trend towards broader harmonization and integration has been inten-
sified by the need to find cost savings. 
Our observations in the university sector suggest that “defining the right scope” 
is a highly controversial issue, where opinions vary significantly between organi-
zational levels. In the hierarchic structure of the university system in Finland, the 
Ministry, University Boards, and Rectors use formal authority to make the neces-
sary harmonization of platforms and processes. Whereas calculations of costs and 
benefits of harmonization are difficult to formulate and rarely presented, the need 
to implement a new IT system is almost always given as a reason for not accepting 
any exceptions. Although faculties and departments are “asked for comments”, 
such comments are asked, because “this is our tradition”. For Deans and Vice 
Deans, the task of explaining over and over again problems upwards, selecting the 
most ugly changes to fight against (often in vain), while taking the anger of frus-
trated professors, researchers and teachers becomes part of routine management 
work. Hence, our prediction is definitely supported: “setting the right scope for 
integration” has become a key task, although the verb “setting” sounds … well … 
clinical. Perhaps we should consider rewording to “battling for the right scope …” 
 
The rise of cross-functional management teams 
In the original paper we also predicted that integrated business models will lead to 
changes in corporate management. Management strategies based on optimising 
operations within functional departments, product lines, or geographical organisa-
tions simply will not be adequate.  Hence, we proposed that the traditional co-
ordinating mechanisms, e.g. strategies, budgets and corporate policies are no 
longer sufficient in managing integrated business models. Instead, unit managers 
need to discuss various possibilities directly with the other unit managers. This is 
best accomplished by cross-functional “executive teams”. For instance, a team of 
managers responsible for a product development process might decide about a 
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new, innovative product that will lead the company to totally new business areas. 
Hence, we extrapolated that: 
 
Cross-functional teams will take increasing responsibility over op-
erational, tactical and even part of the strategic decisions (e.g. new 
product development). Such teams consist of both middle managers 
and operative personnel and they often involve managers or special-
ists from other companies in the delivery chain. 
 
Based on our observations, this is partially true in the current university context. 
The pressure to collaborate over organizational borders is clearly increasing. The 
diminishing amount of basic funding means that universities have to rely increas-
ingly on external funding, which more often than not requires a consortium of 
firms, other faculties of own university, and other Finnish or international univer-
sities. This leaves a lot of room for consortium building efforts that within a short 
period of time combine contemporary themes into applications that address the 
themes selected by the research funding agencies. If accepted, such applications 
can suddenly become a strategic theme, profiling the research activities of the en-
tire university and also the Faculties involved.  
Permanent cross-functional teams are, however, somewhat new within the uni-
versity structure. Collaborative arrangements often emerge despite lack of cross-
functional managerial structures or integrated information platforms. Such struc-
tures are established and their position is strengthened after funding is received, 
often in an ad hoc, case-by-case basis. Formal systems of the university rely still 
on traditional coordination mechanisms that are typical for hierarchic organiza-
tions – strategies, budgets, and reporting systems that foster compliance to univer-
sity strategy. Deans and Heads of Departments are nowadays expected to report 
several times a year, how the Faculty has implemented the university level strat-
egy. Balancing the profiling themes emerging from consortium applications with 
the realities of formal university structures, budgets, and reporting systems creates 
paradoxes that, again, end up to Dean’s table. Some irony can be seen in the fact, 
that one of the recent emergent strategic themes is labelled as Digital Futures. 
 
More effective management reporting 
In our original paper, we predicted that firms will increasingly integrate financial 
information with e.g. personnel, process, and customer information into a coherent 
management tool. Furthermore, with advanced analytical tools, managers will be 
able to drill down into databases by just “double-clicking” on the item that needs 
to be further analyzed. With such tools, new information and better forecasts can 
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be made available for decision-making situations where the needs to improve ac-
tivities in marketing, production, distribution and R&D are evaluated. From the 
senior management perspective, the standardization of information was seen as 
allowing for better comparability between subsidiaries and profit centres, includ-
ing benchmarking possibilities, which could be taken advantage of in strategic de-
cision-making. Hence, we extrapolated that: 
 
The new integrated technology will lead to an emphasis of real-time 
information, but also to enhancements in making forecasts and com-
parisons. Access to real-time information about performance 
measures will also increase the impact of reward and bonus systems.  
 
Our observations in the university sector provide partial support for this extrap-
olation. It is true, that information on personnel, student progress, completed de-
grees, research outputs, and other key performance criteria are nowadays stored in 
data warehouses. The reason to collect the data is, however, to feed data into the 
national funding system. Universities are expected to provide data so that the min-
istry can allocate more money to those universities that are deemed as productive. 
Within universities, the same model (and data warehouse) is used as a means to 
divide money between different faculties. This has indeed lead to increased aware-
ness of the funding model and its performance criteria at all levels of the university 
organization. 
Based on our observations, not all consequences can be deemed as positive. 
Perhaps most notably, the system promotes managerial thinking that is based on 
looking at historical results, with an attempt to identify who is the most productive 
unit – thus deserving rewards and additional resources. Future oriented debates 
about what should we do differently in the future and how should we do it are left 
behind by battles over marginal resources between competing units. And even if 
we do engage in future oriented discussions, the fine-grained data needed to sup-
port such analysis is largely non-existent. This is because the data warehouses, 
although improving, still reflect the initial task of collecting historical performance 
data at a relatively high aggregation level, i.e. on the level of entire university or 
faculty. It may well be that this is not what the ministry intended, but this is still 
what emerged. For Deans it means an endless job of serving as a referee in the 
disputes over resources between competing units, rather than as a coach, who uses 
analytics to combine and lead a winning team. 
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Independent functional units 
Does all this mean that functional units and hierarchies will no longer exist? Our 
answer then was, and probably still is, “no”. Pure process management is clearly 
not enough. Functions will still play a special role as they have important tasks in 
managing knowledge and resources. What may take place is that function manag-
ers no longer have the authority to change business processes within their own 
domain independently. Hence, we extrapolated that (9):  
 
Functions (sales, production, finance, etc.) will remain and in some 
respects they may even become more independent (e.g. choice of ge-
ographical location). The role of functional management is, how-
ever, limited to managing resources, knowledge and capabilities 
within its own competence area. 
 
This appears to be the case, also in the university context and it applies to both 
academic faculty and administrative staff. On the academic side, the basic unit is 
still a subject that provides research and teaching according to the norms of a dis-
cipline. Subjects are also encouraged to specialize and profile themselves, to better 
distinguish them from disciplines in other universities. Likewise, the university 
administration is still also structured around competencies – finance, travelling, 
personnel, student affairs, and so on. And it indeed appears that functions are be-
coming more independent, also in choosing their geographic location. There is a 
strong belief that such knowledge bases are needed, and the requirement for seam-
lessly integrated processes can be established with the help of integrated infor-
mation systems.  
The trend where knowledge and resources are centralized into “competence 
centres” may sound like a natural development. From the perspective of an indi-
vidual unit, such development is neither natural nor always beneficial. Since the 
foundation of Turku School of Economics in 1950s, one of its characteristic fea-
tures has been strong community and culture. The fact that two of its most loyal 
and committed groups, i.e. administrative staff and language and communication 
teachers, are moved outside of the school, is a major change. It is perhaps the most 
significant change in the history of the school. Again, same irony can be seen in 
the fact, that one of the practical concern of Deans was loss of “own” administra-
tive personnel who can dig information and analyses from various data bases. The 





Majority of changes reported above are not “caused” by technology. At the level 
of individual organizations, decisions on change are made by managers. Changes 
in Finnish universities are initiated by ministry and further defined by rectors and 
university boards. They could have chosen differently. One can also ask, if similar 
decisions had been made – even without the new technology? What actually is the 
role of integrated information platforms in this context? 
While technological imperative doesn’t explain changes in individual organiza-
tions, it does seem to predict long term impacts much better than its counterpart, 
the organizational imperative. The adoption of technology by individual organiza-
tions is a trial and error process, but the end result at the level of the entire industry 
is not. Market economy doesn’t leave room for choice: sooner or later industries 
and individual companies within then will have to adopt new technologies and 
adapt their business models and processes accordingly. We have already witnessed 
major transformations in many private industries, such as travelling, finance and 
media. 
The same applies to the public sector. Politicians, ministries and agencies may 
resist change e.g. to protect public sector jobs, but eventually pressures to keep 
public spending and government debt at a sustainable level will initiate transfor-
mation. For the universities in Finland and abroad, the trial and error process of 
change has only started. Sometimes changes take a long time. For instance, uni-
versities still have middle management (Deans and Department Heads), even if 
Leavitt and Whisler predicted over 60 years ago that their time is over. Keeping 
this in mind, we can say that the changes that we have observed in the university 
management during the past 10 years fits reasonably well with our extrapolations 
on how technology will transform management.  
So the final remaining question is – how should we see the value of the original 
extrapolations now? After 16 years of calendar time, and about 16 years of Dean 
and Vice Dean years combined, I think we must admit that our views were quite 
optimistic: we emphasized primarily how integrated information platforms will 
facilitate management. We didn’t put much attention to anticipate negative impli-
cations for managers. And yet, the negative implications – such as problems caused 
by incorrect information, rigid top-down harmonization, reward systems that lock 
focus on past performance, drifting strategies, and centralization of critical re-
sources – are equally logical outcomes as the positive ones. Perhaps, if we wrote 
the paper again, we might aim for a more balanced approach. Perhaps finalising 
the paper may still require some more years of empirical data collection. Never-
theless, I believe we can also be proud of our original extrapolations – five of 
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In this paper, we analyse whether there is a difference in the transparency of sus-
tainability reporting between listed state-owned enterprises (SOEs) and listed non-
state-owned enterprises (non-SOEs). Employing theoretical approaches (chiefly 
stakeholder and legitimization theories), we concluded that a wider set of assign-
ments and duties for SOEs call on these companies to expand their sustainability 
reporting relative to non-SOEs. Transparency is quantified using the widely ap-
plied GRI index and its sub-indices. The proposition receives strong support from 
Finland, where the state is the most significant owner of listed companies in Eu-
rope. The result suggests that the state as a shareholder of a listed company results 
in an observable distinction in a company’s reporting environment. Finally, we 
suggest several avenues for further research. 
 
Introduction 
Rationale for the study 
Corporations are important organs in modern societies. As a nexus of contracts 
(Coase, 1937), they enhance contract efficiency and the functioning of capitalism 
in modern market economies in an especially fundamental way. Accounting infor-
mation has a significant role to play in these contracts, with regard to which Lam-
bert (2003) states:  
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“In the late 1970s, a new perspective on the role of accounting num-
bers emerged based on contracting theory … Even sophisticated par-
ties are limited in their abilities to write complicated contracts that 
incorporate numerous performance measures and numerous contin-
gencies. Disciplining managers via the corporate governance pro-
cess can also be a costly and time consuming process. Under such a 
viewpoint, a small number of good summary measures is extremely 
valuable because it saves on contracting costs, which, broadly de-
fined, can be quite substantial.”  
 
The above citation captures the idea of the usefulness of accounting figures in 
contracts. The potential to quantify various matters in a company varies substan-
tially. For example, money transfers or money reserves can be counted very pre-
cisely. On the other hand, quantifying matters such as intangibles or brands can be 
extremely challenging. For non-state-owned enterprises (non-SOEs), company tar-
gets are usually relatively narrow, focusing on the maximisation of shareholder 
value. SOEs usually display greater variety in terms of company targets. Besides 
maximising shareholder value, there could typically be special ecological and/or 
social targets as well. In Finland, state ownership for certain companies is solely 
on a commercial basis with expectations of economic return on invested capital. 
Furthermore, the Finnish state is an active owner of several listed companies, 
where it has other targets aside from a plain return in commercial terms. These 
firms, with special state assignments, have a multidimensional target set to follow.  
The firm’s wider target set implies there is more to be communicated to various 
stakeholders. Communication issues are a particular focus in dealing with special 
assignment SOEs. Besides typical economic issues with accounting measures, 
SOEs increasingly need to communicate social and environmental matters, too. In 
particular, SOEs face a high demand to execute and also communicate social and 
environmental dimensions of their operations. In practice, this aspect is also likely 
to reflect corporate communications and their corporate social responsibility re-
ports (CSR reports). The state’s steering role in corporations has to balance multi-
ple targets (Financial Annual Report, 2015, p. 13):  
 
“As an owner, the State shall act as transparently and responsibly 
as possible. Its policies must enjoy confidence on the securities mar-
ket in order to ensure that the State´s involvement as a major owner 
will not diminish the value of the listed companies included in its 
investment portfolio. At the same time, the business associates and 
competitors of the commercial companies must be able to trust that 




The state’s role regarding corporations’ operations is highly multidimensional. 
To begin with, the state offers all companies a statutory-driven platform to operate 
and e.g. raise share capital and pay taxes. In Finland, the state has historically been 
a significant actor e.g. in heavy industry. Despite the trend to privatize SOEs in the 
1980s and 1990s, they are and will be an important part of the Finnish economy 
(Kankaanpää et. al., 2014). In Finland, the state has various roles in its ownership 
and ownership steering. There are different types of state-owned company: listed 
companies (15), commercial companies (21), and special assignment companies 
(21) with a specific state-defined mission (Financial Annual Report, 2015).  
State ownership can be related to steering with various degrees of intensity. 
When state ownership is purely a matter of investment, steering may be minimal. 
The objective of ownership and steering in this listed company commercial group 
is financial benefit (dividends, market value of the company). The vast majority of 
listed SOEs fall into this category.  
But there are also special assignment companies among the listed state compa-
nies, which serve a specific predetermined function as effectively as possible (Fi-
nancial Annual Report, 2015, p. 12). The state has a majority ownership in each of 
these special assignment listed firms, i.e. the state shareholding exceeds 50%, and 
as the majority shareholder (majority control) could execute strong steering. From 
the legal standpoint, state ownership has certain steering challenges regarding e.g. 
fiduciary aspects of board responsibilities (Nyström, 2016). The question is what 
the limits of state steering are for SOEs, especially when a firm is in the special-
assignment category. When an SOE is listed, it is required to follow all the regu-
lations concerning listed firms. For example, all shareholders should be equally 
informed. As the State Ownership Department states (Financial Annual Report, 
2015, p. 13):  
 
“In terms of practical ownership steering, there is a fundamental 
distinction between listed and non-listed companies, because the lat-
itude given to the management of listed companies to inform a single 
shareholder is strictly limited.”  
 
The above citation indicates that privileged information supply is not permitted. 
Furthermore, the state’s involvement as a major owner in an SOE should not di-
minish the value of that company. As stated in the Financial Annual Report (2015, 
p. 13): 
 
“At the same time, the business associates and competitors of the 
commercial must be able to trust that such companies enjoy no spe-
cial privileges because of State shareholdings.”  
 
152 
SOEs should inform their operations by means of mandatory and voluntary re-
porting. It is interesting to analyse how SOEs overcome challenges regarding the 
state’s special role as an owner; for example, how the state’s ownership goals, 
steering principles, and pursuit of social benefits, are communicated via voluntary 
corporate sustainability reporting. Our hand-collected sustainability reporting data 
facilitates the comparison of voluntary communication between SOEs and non-
SOEs. Specifically, our quantification of firms’ sustainability reporting informs us 
whether SOEs’ sustainability reporting (overall reporting or reporting compo-
nents) reflects the state’s function as an owner, as a steering organ, or some other 
special purpose as well. 
Theories do not guide us directly on how reporting is affected by the state-own-
ership function, therefore we need empirical enquiry to shed some light on the 
phenomenon under analysis. The findings could clarify the state’s influence in 
SOE ownership and steering roles concerning the investing firm group and special 
assignment firms. We focus here on listed companies because in the Finnish econ-
omy they play an important role. For example, the market capitalization of SOEs 
relative to GDP is higher in Finland than anywhere else in Europe (Financial An-
nual Report, 2015). Furthermore, the state’s interest regarding its companies is di-
verse; some are owned solely for commercial, investment, purposes, others for 
special assignments, and in further cases a hybrid type of ownership exists com-
bining commercial and special-assignments purposes. Last but not least, Finnish 
SOEs have a national societal role to play. The Financial Annual Report (2015, p. 
13) informs us that, as an owner, the state calls for transparency in all corporate 
activities, respect for employees, responsible environmental actions, and equal op-
portunity objectives for career advancement on boards and in executive manage-
ment. Also, the management of state assets must enjoy public confidence.  
Multidimensional approach 
Listed company status creates a good supply of and access to publicly available 
data. It is interesting and important to analyse how SOEs handle CSR issues in 
their reporting as such, and compared to non-SOEs. We have quantified CSR in-
formation from corporations’ CSRs, executed by a multidimensional scoring 
scheme that comprises six sub-indices: economic (EC), environmental (EN), la-
bour practices and decent work (LA), human rights (HR), society (SO), and prod-
uct responsibility (PR). In addition to these modules, we have information on the 
external assurance of the CSR report, GRI content comparison, and GRI applica-
tion level.  
The main reason for the multidimensionality approach is our intention to cap-
ture a good overall picture of each firm’s CSR orientation. Also, the sub-indices 
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facilitate more precise zooming on the items of interest. We do not fixate on a 
specific theory in analysing the CSRs. Instead, we let the data guide us in drawing 
conclusions regarding the CSRs, and in what it tells us about SOEs’ positioning 
regarding steering and sustainability themes, and compared to other listed firms. 
Furthermore, there could be indications e.g. legitimating certain actions or empha-
sizing certain stakeholder groups, such as employees, in the CSR reports. Our pa-
per proceeds as follows. The theoretical foundations and hypotheses are derived in 
section two. Section three displays methods and data. Results are presented and 
interpreted in section four. Section five presents the conclusions. 
 
Theory and proposition 
Theory 
There is no dominant theory that could explain SOEs’ steering or their communi-
cation using CSR reports. However, in general, SOEs face a wider set of stake-
holders’ interests compared to non-SOEs that are listed. Bearing that in mind, it 
could be said that the theories applied to listed non-SOEs are applicable also to 
listed SOEs. In principle, special assignments for listed SOEs cause additional 
costly operational and, in turn, communication demands for listed SOEs. In line 
with this, it is logical to anticipate that these special characteristics in listed SOEs’ 
operations reflect also their firm-to-else communication in their CSR reports.  
According to legitimacy theory, a firm legitimizes its actions taken. For exam-
ple, environmentally sensitive industries could emphasize their environmental pro-
tection activities in order to legitimize their use of natural resources in their oper-
ations. When the focus is more on various groups of users of CSR reports, the 
applicable theory is stakeholder theory. It proposes that firm communication em-
phasizes the information needs of the most relevant stakeholders for each particu-
lar firm. Agency theory can be seen as a more general theory than those presented 
above (Jensen & Meckling, 1976). It captures the multi-principal-agency setting 
characteristic of SOEs (Kankaanpää et. al., 2014). Agency theory does offer some 
elements needed in hypotheses development. The logic goes that agency problems 
are likely to be more severe in SOEs than non-SOE listed firms, which emphasizes 
the demand for wider reporting. These agency theoretical challenges, typical to 
listed SOEs, are due to special assignments for those firms and also the state’s 
overall role as an influential owner. It is possible that some investors see state 
ownership as a potential source of friction, and furthermore, it is historically asso-
ciated with some degree of rigidity. 
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Accurate and timely information is essential for capital markets and the efficient 
allocation of capital. Shareholder demand for information is central to capital mar-
kets. If the state does not demand any strategic duties of a company, it is free to 
function solely on a business basis. If the state demands strategic duties, those 
should be taken properly into account. Such duties, or lack thereof, and how they 
are affecting the firm, should be communicated to various stakeholders. This in-
formation, in turn, should assist stakeholders in making informed decisions on e.g. 
whether or not to invest in a particular firm.  
Theoretically, investments should be allocated to positive net present value pro-
jects. Investing in firms with strategic duties originating from the state can be 
tricky. It is not clear-cut how those duties affect the firm and its potential as an 
investment now and in the future.  
Theory and empirical findings support the positive association of a firm’s ac-
counting performance and shareholders’ returns. However, when a firm is respon-
sible for specific duties originating from the state, firm evaluation becomes much 
more complicated. This, in turn, creates high communication demands for the firm, 
as all relevant information must be disseminated in a timely fashion for various 
stakeholder groups. Publicly listed firms are in all actions obliged to ensure equal 
treatment of all shareholders (Kankaanpää, Oulasvirta, & Wacker, 2014; Liu & 
Sun 2005). 
In addition, corporate social responsibility is in the spotlight when state-owned 
companies come under scrutiny. This has been characterized and elaborated in a 
government resolution on state-ownership policy (2016, appendix 3). The citation 
below indicates the special orientation state-owned firms should follow in all their 
operations (op. cit., Appendix 3, p. 32): 
 
“Values provide the foundation on which all decision-making is 
based. State-owned companies must set an example when it comes to 
value leadership and corporate social responsibility as part of the 
values determined for the company. Underlying this concept is the 
idea that the success of a company is largely determined by the suc-
cess of the community in which it operates.” 
 
At a more practical level, the government resolution also contains requirements 
for CSR and its reporting (op. cit., p. 32): 
 
“As an owner, the State expects companies to closely integrate cor-
porate social responsibility into their business operations and effi-
cient CSR management based on the identification of the issues es-
sential to the company. The company´s board of directors is respon-
sible for organising the CSR management and for integrating it into 
the company´s business operations.” 
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“Wholly state-owned and state majority-owned companies will, at 
their annual general meetings, report on the attainment of the meas-
urable corporate responsibility goals they have set, on the measures 
taken to attain these goals and on the goals set for the following 
years. Similarly, the state owner requires the companies to report on 
corporate social responsibility in their annual reports. This report-
ing should be made a more integral part of the other business report-
ing of the companies.” 
 
Furthermore, the state as owner references general guidelines and principles fa-
vourable with regard to CSR for firms to follow in their activities, including the 
OECD Guidelines for Multinational Enterprises, UN Global Compact initiative, 
ISO 26000 Social Responsibility guidance standard, and UN Guiding Principles 
on Business and Human Rights (op. cit., p. 33). 
Our paper will focus on listed companies with the State of Finland as an asso-
ciate shareholder and majority shareholder. State ownership exceeds 50% of the 
shares in each firm assigned a strategic duty by the state. 
Performance measurement for firms with no special duties has a long tradition 
and conventions in financial statement analysis and the finance literatures (Koller, 
Goedhart, & Wessels, 2010; Palepu, Healy, & Peek, 2016; Stolowy, Lebas, & 
Ding, 2013). Contrary to that, the literature on the evaluation of the significance 
of other strategic duties on firm performance and valuation is diverse and hetero-
geneous. Furthermore, there is a lack of theory guiding performance evaluation 
and valuation for firms with specially assigned duties. Those duties can impact the 
firm’s profitability e.g. by limiting its resources to execute projects with the highest 
anticipated NPVs. In addition, stakeholders may have various views on how spe-
cial duties affect the firm’s profitability and potential to act rapidly and flexibly 
when needed. It is possible that special duties bring some rigidity to a firm and 
limit also its options for available alternatives and investment opportunities. 
Especially in voluntary types of financial reporting, such as sustainability re-
porting, the firm is at liberty to decide on the content of its report. Various theories 
exist to explain the content of financial reporting. The agency theoretical explana-
tion (Jensen & Meckling, 1976) is information asymmetry between principal and 
agent, i.e. financial reporting is a tool to diminish that gap and signal firm quality.  
Other theories emphasize stakeholders (Deegan & Unerman, 2006), e.g. share-
holder theories prioritize shareholders’ information demand in reporting. Stake-
holder theory explains reporting as the information demand of key stakeholders. 
According to legitimacy theory, reports are used to legitimize firms’ actions, e.g. 
by emphasizing certain themes such as environmental activities or safety initiatives 
to downplay information on negative implications of firm activities (Deegan & 
Unerman, 2006).  
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In sum, firms with special duties assigned by the state have particular challenges 
in their communication to their stakeholders. This paper focuses on one periodical 
communication channel, sustainability reporting, that is likely to reflect and indi-
cate managers’ intentions regarding important matters to communicate to the 
firm’s stakeholders. Furthermore, reporting as such indicates also valuable infor-
mation on whether there are certain stakeholder groups that are prioritized in listed 
state-firms’ reporting.  
The government resolution on state-ownership policy (13.5.2016) lists five jus-
tifications for state ownership: natural monopoly or special assignment, financial 
interest, strategic interest, creation of something new, and defending Finnish own-
ership.  
Proposition 
Theory does not inform us on exactly what listed SOEs should communicate in 
their CSR and how they should go about it. Despite the lack of clear and strong 
theoretical guidance regarding firm-to-else communication with listed SOEs, some 
special interests of state as an owner provide a basis and direction for a general 
proposition. Specifically, different kinds of special assignment and duty for listed 
SOEs create the need for expanded CSR reporting, not the other way around. The 
demand for information among stakeholders of listed SOEs is likely to exceed that 
for other listed firms. Logically, this demand should be especially pronounced for 
SOEs connected to the state’s strategic interests. 
In sum, we propose that information in listed SOEs’ CSR report or reporting is 
of a higher quantity and quality (greater transparency) than that of non-SOEs. 
 
Methods and data 
Methods 
Data collection and scoring were executed as follows. We traced corporate respon-
sibility reporting through the index created by the Global Reporting Initiative 
(GRI, https://www.globalreporting.org/Pages/default.aspx). It comprises indica-
tors for firms’ underlying economic responsibility, environmental responsibility, 
and social responsibility. The index scored a total of 79 main items in 6 modules 
as follows: economic indicators (EC) 9, environmental indicators (EN) 30, labour 
indicators (LA) 14, human rights indicators (HR) 9, society indicators (SO) 8, and 
product responsibility indicators (PR) 9. If all applicable items for a particular firm 
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are reported, a firm receives the index value 100. Less than complete reporting of 
traced items decreases the index value. 
We used a scoresheet for the CSR reports, aided by a handbook consulted for 
additional guidance. We pilot-tested the scoresheet during the preparation of the 
handbook, carefully informed for the process, and items that called for discretion 
were scored on consensus. The pilot test phase helped us finalize the protocol for 
data collection and scoring (Appendix 1). The handbook acts as a guide on how 
the scoring should be executed in general and in special cases.  
Data 
Our data comprise all NASDAQ OMX Helsinki listed firms (main list) that have 
published either a CSR report (primary data source) or documented CSR infor-
mation in their annual report (secondary data source). That produced a total of 117 
firms, of which 104 were non-SOE and 13 SOE. For firm-year observations, this 
produced 208 non-SOE observations and 26 SOE observations. The years covered 
and scored were 2011 and 2012. In ten firms, the state has a strong shareholder 
interest, and in three, the company is connected with the state’s strategic interests. 
The strategic interests of those three firms are summarised and categorized as fol-
lows (Government resolution on state-ownership policy, 2016, pp. 23-25): 
 
Finnair. Definition of strategic interest:  
“Further development of Finland’s position as a hub of international 
aviation.” 
 
Fortum. Definition of strategic interest:  
“The strategic interest is to secure the sufficiency of electricity pro-
duction also under exceptional circumstances.” 
 
Neste Oil. Definition of strategic interest:  
“The strategic interest is to secure nationwide fuel supply with due 
regard to security of supply considerations.” 
 





Descriptive statistics for the sample firms are given below. 
Table 1 Mean GRI index scores for SOEs and non-SOEs 
                                                              SOEs                           non-SOEs  
Year 2012 2011    2012 2011  
Mean GRI index value   53   51      18   15  
Number of firms   13   13    104 104  
Number of scorings   13   13    104 104  
 
As Table 1 above shows, mean sustainability reporting quality is higher among 
SOEs than non-SOEs in both years 2012 and 2011. We performed also a t-test (one 
tailed) for equality of means of GRI indices between SOEs and non-SOEs. The 
test results confirm that the GRI index means deviate highly significantly (exceed-
ing 0.1% level) between SOEs and non-SOEs in both years. 
The difference in mean GRI values is not the only difference recognized be-
tween SOEs’ and non-SOEs’ sustainability reporting orientation and practice. Ta-
ble 2 below displays the use of assurance services by these firms regarding their 
sustainability reporting. 
Table 2 Usage of assurance services for SOEs and non-SOEs 
                                                     SOEs                non-SOEs                  Total 
Assurance category  n    (%)    n    (%)    n  (%) 
   Assured 19     73    25    12   44   19 
   Not assured   7     27 183    88 190   81 
Total firm-years 26   100  208  100 234 100 
 
Table 2 reveals a clear difference in the usage of assurance services between 
non-SOEs and SOEs. The vast majority (88%, firm-years) of non-SOEs do not 
employ assurance for their CSR reports, while almost three quarters (73%, firm-
years) of SOEs do have their CSR reports assured. The assurance practice was 
identical for both years 2012 and 2011 (except for one firm) for SOEs, and practi-
cally so for non-SOEs. All SOE firms where the state has a strategic interest (Fin-
nair, Fortum, Neste Oil) are assured. The CSR reports of some SOE firms are not 
assured. We discuss and elaborate further on this matter in the next subsection.  
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Firms follow GRI guidelines to different degrees of intensity, and the level can 
be disclosed in the report. GRI levels from the lowest to highest are C, C+, B, B+, 
A, and A+. Level C indicates that the firm is at a very early phase of its GRI re-
porting, and in many ways fulfils and reports the GRI content index only partially. 
Level A+ shows that the firm comprehensively satisfies and fully reports all the 
relevant GRI content index items. 
Table 3 GRI content levels for SOEs and non-SOEs 
       SOEs                     non-SOEs                     Total 
GRI level   n  (%)   n   (%)  n  (%) 
   A+ (highest)   3   13   7   16 10   16 
   A   2     9   1     2   3     4 
   B+ 13   59 10   24 23   36 
   B   2     9 15   35 17   26 
   C+   1     5   1     2   2     3 
   C  (lowest)   1     5   9   21 10   15 
Total firm-years 22 100 43 100 65 100 
 
Table 3 above indicates that, in general, firms are reporting at a wide variety of 
GRI levels. Overall figures show that the most frequent GRI level is higher in the 
SOE category than in the non-SOE. Furthermore, GRI levels in SOE are, generally 
speaking, higher than in non-SOE. For SOEs, B+ is the most often used reporting 
level. Furthermore, only 19% (firm-years) in the SOE category report below B+. 
For non-SOEs, the most frequent reporting level is B followed by B+. These two 
levels comprise 59% of firm-year observations in the non-SOE category. 
Table 4 GRI reporting forum for SOEs and non-SOEs 
                                                              SOEs            non-SOEs               Total 
Channel for reporting  n  (%)   n  (%)    n  (%) 
Separate sustainability report 17   65   37   18    54    23 
Part of annual report   9   35 171   82  180    77 
Total firm-years 26 100 208 100  234  100 
 
Table 4, in line with the descriptive statistics above, indicates one more differ-
ence between SOE and non-SOE sustainability reporting. The figures clearly show 
that SOEs communicate more frequently with separate sustainability reporting 
than do non-SOEs. In figures, 65% of SOEs use separate sustainability reports to 
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communicate their sustainability, while 82% of non-SOEs communicate sustaina-
bility issues as part of their annual report. This is yet another indication that SOEs 
have invested more resources in CSR reporting than have non-SOEs.  
This section has characterized general differences, and next we analyse the next 
layer of sustainability reporting, i.e. what scores GRI modules for SOEs and non-
SOEs receive.  
GRI sub-index scores 
In this subsection, we analyse GRI index components (sub-indices). Table 5 below 
summarizes all six sub-indices for SOEs and non-SOEs separately for both years. 
Table 5 GRI sub-indices scores for SOEs and non-SOEs 
                                                                       SOEs                         non-SOEs 
GRI sub-index (no. of items) 2012 2011 2012 2011 
   Economic (9)   50   50   28   26 
   Environment (30)   52   51   17   14 
   Labour (14)   53   51   21   17 
   Human rights (9)   44   43   11     8 
   Society (8)   62   55   16   12 
   Product responsibility (9)   44   40   15   12 
 
Table 5 provides several insights into the composition of CSR reporting. In gen-
eral, Table 5 lends additional support to the view that CSR reporting for SOEs 
receives higher index scores than non-SOEs. The same is true with sub-indices. 
All six sub-indices for SOEs receive higher values for both years than sub-indices 
for non-SOEs. This supports the view that, on average and using the total index or 
sub-indices, SOEs are more transparent in their sustainability than non-SOEs.  
Our stated proposition is that information in listed SOEs’ CSR reports or report-
ing is of a higher quantity and quality than CSR reports or reporting for non-SOEs. 
Reasons include, but are not limited to, the wide variety of demands for infor-
mation among stakeholders of listed SOEs, and the state’s strategic interest in its 
ownership of certain transportation and energy sector firms (Appendix 2). It is 
quite natural that the communication of strategic interests creates additional needs 
in communicating with stakeholders. In addition, strategic interests are not neces-
sarily always aligned with profit or shareholder maximization objectives. This, in 
turn, could create additional communication needs. 
Table 5 shows that for 2012 the society performance index received the highest 
score among SOE sub-indices, value 62. The SO index value supports the view 
161 
that SOEs pay attention to communicating society-related matters in their sustain-
ability reporting, on themes such as corruption and compliance. The second and 
third highest scores are for the labour practices and decent work performance in-
dicator (LA: 53), and environment performance indicator (EN: 52). Fourth highest 
is economy (EC: 50). For non-SOEs, the EC performance indicator scores the 
highest value of the GRI sub-indices (EC 28). This finding is consistent with the 
view that non-SOEs focus particularly on economic performance, and stakeholders 
are served with that information in sustainability reporting. 
The human rights performance indicator (HR) and product responsibility (PR) 
both receive the lowest score value, 44, for SOEs. It should be noted that even this 
lowest index value for SOEs is clearly higher than the highest index value, EC: 28, 
for non-SOEs. In this sense, SOEs are setting a good example in sustainability 
reporting and its transparency. 
A comparison of the index values for 2012 and 2011 shows some positive, mild, 
development regarding the sub-index values in both SOE and non-SOE categories. 
This paper discusses the results, in line with the proposition, at an aggregate 
level. Firm-specific reporting strategies offer interesting and important insights, 
and a few observations on firm-specific sustainability reporting strategies follow. 
In general, three firms with state strategic interests (Finnair, Fortum, Neste Oil) 
performed above average for SOEs in sustainability reporting. Compared to SOEs 
with a shareholder interest, SOEs with strategic interests present both higher aver-
age overall CSR index scores and higher average sub-index scores. In addition, 
SOEs with strategic interests attain GRI level B+ or better, and deliver separate 
sustainability reports. Overall, SOEs with strategic interests are solid performers 
in terms of their CSR reporting and assurance. 
Somewhat contrary to the fairly positive CSR reporting of SOEs with strategic 
interests, it should be noted that some SOEs do not perform as well, i.e. have lower 
reporting index values. For one firm in the banking sector, sub-indices reveal an 
emphasis on economic (EC) matters in its CSR reporting. For one in the mining 
sector, sub-indices reveal an emphasis on environmental (EN) and economic (EC) 
matters. The mining firm also demonstrates transparency in labour (LA). Further-
more, the statement of an assurance provider makes recommendations, among oth-
ers, for further development in sustainability reporting. On some uncertainties 
faced by the mining company, the assurance provider recommends those be taken 
into account in interpreting the information. Finally, the assurance provider rec-
ommends the eventual impacts should be presented to stakeholders immediately, 





In this paper, we have analysed the transparency of sustainability reporting by fo-
cusing on listed SOEs vs. listed non-SOEs. The theme is important from both the 
theoretical and empirical angles. In terms of theory, having the state among a listed 
enterprise’s owners creates positive and negative expectations. The positive side 
is typically linked to stable ownership, wide responsibility, and the recognition of 
a wide variety of stakeholders. The negative side, in turn, is typically linked to 
rigid decision making, overlooking other shareholders, and political frictions. We 
focused on CSR reports in order to see whether there are reporting differences 
between SOEs and non-SOEs. Our proposition, inspired primarily by legitimacy 
theory and stakeholder theory, stated that information in listed SOEs’ CSR reports 
or reporting offers a higher quantity and quality (greater transparency) than the 
CSR reports or reporting of non-SOEs. We analysed this proposition using sus-
tainability reporting data published by all listed firms (main list) on NASDAQ 
OMX Helsinki during 2011 and 2012. Although, relative to other European coun-
tries, state ownership among listed firms is highest in Finland, the analysis suffers 
from a lack of matching pairs sample design. Transparency in these firms’ CSR 
reports or reporting was quantified using the widely applied overall GRI index and 
its sub-indices (Economic, Environment, Labour, Human rights, Society, and 
Product responsibility). 
Both the index types, the overall GRI index and the sub-indices, supported our 
proposition. Information in SOEs’ CSR reports was more transparent overall, and 
also according to the sub-indices. In addition, SOE reports were more frequently 
assured and higher ranked (in terms of the GRI level) compared than non-SOEs. 
We found also differences within the SOE group. Specifically, SOEs with state 
strategic interests publish, on average, higher quality GRI reports compared to the 
rest of the SOEs. This finding also held when reporting quality was measured by 
sub-indices. We analyse also SOEs that perform below average in their reporting 
category. In this respect, there was one firm from each of the banking and mining 
sectors. Their reporting was in an emerging phase. For the mining firm, an assur-
ance provider had in an independent assurance statement delivered guidance and 
some interpretation principles regarding disclosed CSR information. 
In sum, original CSR reporting materials support the conclusion that SOEs have, 
in general, invested more resources in their CSR reports and reporting than non-
SOEs. This, in turn, shows up as higher transparency both in overall CSR reporting 
and reporting components. These findings lead us to conclude that legitimization 
and stakeholder views have been recognized and acted on accordingly, and are also 
in line with both theories. This holds with few exceptions in a couple of industries. 
There are plenty of opportunities for further studies based on themes related to 
this paper. First, how changes in the Finnish Parliament from one election period 
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to another affect state-ownership steering. Are there some discontinuities during 
these change periods?  
The second theme could focus on reasons why SOEs’ CSR reports are more 
transparent than non-SOEs. Our results show that SOEs were on average better 
CSR reporters than non-SOEs. This outcome is in line with state’s role in the con-
text of legitimization and stakeholders. Third, related to the second theme, scholars 
could study what is the state’s role, executed steering and utilised channels that 
potentially affect SOE transparency. 
Fourth, future studies could analyse the implications of CSR reports for stake-
holders, including also stakeholders other than investors (Amel-Zadeh & Serafeim, 
2017). 
Fifth, an obvious area of study would be to analyse the intertemporal develop-
ment of CSR reporting over several years. The focus here could be e.g. to analyse 
the permanence of changes in CSR reporting levels and potential reasons for these 
changes. 
Finally, related to firm-to-else total communication quality, analysing potential 
association and especially direction of earnings quality and CSR reporting quality, 
could advance our understanding on enterprises’ total communication activities to 
their stakeholders (Bozzolan, Fabrizi, Mallin, & Michelon, 2015). 
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Appendix 1. Compressed protocol for data collection and 
scoring 
Situation 1: The company has published a CSR report. 
We collect data primarily from the CSR report because going through the annual 
report in these cases doesn’t add any value. Only if there is a reference to either 
the annual report or webpages do we take into account and analyse the information.  
 
Situation 2: The company hasn’t published a CSR report.  
We collect the data from annual reports. We search with keywords for each GRI 
item to find the data from the report. All information, even if it is not targeting 
CSR matters explicitly, will be scored. The keywords systematically applied will 
be registered in order to facilitate the replication of the results now obtained. The 
prior discussion on collecting data only from CSR related parts or modules of the 
reports, or only collecting data reported targeting CSR matters, is now abandoned. 
Reason: There is no established practice on how firms report CSR related matters 
when they report them in annual reports, so this key words based search is the most 
reliable way we are aware of in which to collect data.  
Scoring rules 
Basic rule: all indicators will be scored 0, 0.5 or 1. 
For indicators where two different kinds of information is required, e.g. percentage 
and amount, or actions taken and amount, we mark 1 if both are covered and 0.5 
if only one is covered. No information at all = 0.  
For indicators where we have more than two information needs, such as age group, 
gender and region, we score: 0=no information, 0.5=partial information, 1= full, 
or almost full information. 
For indicators where we have many subsections (such as EN1, EN3 etc.), we mark 
1 at the top summary/heading row, if any of the subsections is covered, or if the 
total amount is given. For every reported subsection we also mark 1. 
 
Additional/specific rules:  
EC1 This item will be scored only once, so the subsections (personnel, suppliers, 
etc.) will not be scored separately. To receive the score 1, the company has to 
deliver EC information in a fashion that discusses economic value generated and 
distributed. If a company does not discuss this at all, and only releases numbers as 
the law requires (in different parts of the financial statement), the company will be 
scored 0. In order to score well here, the company does not have to cover all sub-
sections. It is sufficient if it can clearly be seen that the company discusses the 
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matter. We can also score 0.5 here, if the points mentioned are discussed, but only 
briefly. 
EN1 also fuel can be a material if it is used in the final product. 
EN4 (and other similar items) can also score 0.5: 0.5: 0.5. If electricity and heat 
are reported but not by a primary source, this yields a score of 0.5: 0.5: 0.5.  
LA5 To score 1, the company has to report specific periods of time. So, by report-
ing “we do this as required by law” only gets the score 0.5.  
LA7 We will add a row for region. Basically, we will remove region from the top 
row and add a row for it under the top row. Now “region” is a subsection to LA7 
(comparable with industrial accidents, deaths, etc.). This way LA7 is comparable 
with other similar GRI items such as EN20. The issue here, as with other items on 
the scoresheet, is that we don’t want the top row to “require” any extra information, 
i.e. information that is not covered by the subsections.  
LA10 subsection “other countries” will be omitted.  
Composition of the Board (subsection to LA13) is scored as a percentage.  
Comparative data column: We mark 1 every time some information is given. No 
matter if it is the same or different to that in the 2011 report. Also information 
given as a percentage change from last year will be scored.  
Companies that have reported their CSR according to GRI. We have to look 
through every GRI item, even if the company reports it as “reported”, because the 
item may have different information needs in the GRI index of the company com-
pared to our GRI index.  
At the very bottom, we have the row “source of information” where c=CSR report 
and a=annual report. 
All in all, the rules listed above can’t cover all the issues that arise during scoring. 
These are basic rules that cover most of the scoring, but an item may crop up which 
we don’t have a specific rule on how to score. In these situations, it is up to the 
data collector to use their best knowledge. If a specific item is continually prob-
lematic, we can discuss it and produce a more specific consensus rule on how to 
score the item. 
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Appendix 2. SOEs in the study and their state-ownership 
steering  
Category A: Listed companies where the state as an associate shareholder 
Ownership Steering: Solidium. 
 Elisa Corporation 
 Kemira Oyj 
 Metso Corporation 
 Outokumpu Oyj 
 Outotec Oyj 
 Rautaruukki Corporation 
 Sampo Plc 
 Stora Enso Oyj 
 Talvivaara Mining Company Plc 
 Tieto Corporation 
The state’s role in category A companies is expressed as follows (Prime Minis-
ter’s Office (2016), p. 67): 
  
“The State as an owner has only or almost exclusively a strong 
shareholder interest.”  
 
Category B: Listed companies where the state is a majority shareholder  
Ownership Steering: VNK.  
 Finnair Plc. Strategic interest of ownership: To ensure effective air ser-
vices in Finland. (Financial Annual Report, 2015). 
 Fortum Corporation. Strategic interest of ownership. To also ensure suffi-
cient electricity generation in exceptional circumstances (Financial An-
nual Report, 2015). 
 Neste Oil Corporation. Strategic interest of ownership: To secure nation-
wide fuel supply with due consideration given to security of supply as-
pects. (Financial Annual Report, 2015). 
The state’s role in category B companies is expressed as follows (Prime Minis-
ter’s Office (2016), p. 67):  
 
“Besides a strong shareholder interest, the company is connected 
with strategic interests owing to which the State is to remain so far 
a strong shareholder or to safeguard in other ways the strategic in-
terests concerned, if the shareholding is reduced or relinquished.” 
 
Abbreviations: 
VNK = Ownership Steering Department in the Prime Minister’s Office 
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Management Accounting Research – 
Key Untold Stories: A Congratulatory Limerick 




Turku School of Economics, University of Turku 
 
 
He's name is Markus1, now seasoned not green. 
Instead he's prominent in the research scene. 
Academic, business-minded, 
in his projects never blinded, 
and in Alma Mater he was appointed the Dean. 
 
 
Faculty member sharp-dressed and handsome. 
Managing the School's expense and income. 
Quick-witted and thrifty, 
now turned fifty, 
yet the best years are ahead to come. 
 
 
Do you know what Granlund really means? 
Can it be jeans, or black limousines? 
Not any of the above, 
Translates to spruce grove. 
And nothing to do with counting beans. 
 
 
Markus was my teacher in the business school, 
on accounting as a planning and control tool. 
Then with him to feature 
as a colleague and co-teacher. 
Those times were unforgettable, and so cool! 
 
                                                 
1 Hence the title of this congratulatory limerick: Management Accounting Research – Key Untold 
Stories. 
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Our collaboration at work cannot possibly be better, 
some joint research papers we have written together. 
One published in a journal,2 
work nocturnal and diurnal, 
Feels like this co-authoring could continue forever.3 
 
 
One more thing needs to be here documented, 
Even though my career is practice-oriented. 
In my path towards the PhD,4 
Markus is the one supervising me. 
- Academic coaching undoubtedly is splendid! 
 
 
What has been important to both Markus and me, 
has recently dealt with the digital and IT.5 
Accounting − social science, 
but technological reliance. 
Unfathomable research avenues there will be. 
 
 
While studying management accounting absence,6 
for me, it all started to make sense. 
Sharing values isn't strange, 
but interest in the change,7 
has remained the prevailing quintessence. 
 
 
For listening Markus has a pair of good ears. 
Our friendship remains through all the years. 
On congress trips, 
We shook some hips, 
And yes, we dined − sipped wines and beers. 
 
                                                 
2 Granlund & Taipaleenmäki (1995) 
3 Taipaleenmäki et al. (2017) 
4 Taipaleenmäki (2017) 
5 Granlund (2011), Grandlund et al. (2013); see also Granlund & Taipaleenmäki (1999) 
6 Taipaleenmäki (2014) 
7 See e.g. Granlund (1998), Granlund (2001), Granlund (2003), Granlund & Lukka (1998), 
Granlund & Malmi (2002), Ikäheimo & Taipaleenmäki (2010), and Taipaleenmäki & Ikäheimo 
(2013). 
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So, there are many things we have done and seen, 
but have you ever met a professor and a Dean, 
who is tough like Rocky, 
plays soccer and ice hockey, 
and who misses Indiana Jones Pinball Machine. 
 
 
As this limerick is now about to end, 
to finish this poetic and professional blend, 
In a festive mood, 
I would like to conclude, 
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Towards Agile Management Accounting: 








The purpose of this commentary is to initiate discussion on potential, which lies in 
capturing the transformation of accounting towards a more agile phenomenon in 
various dimensions and ways, particularly in management accounting research. By 
conceptualizing agile accounting in relation to enterprise agility and accounting 
change and by shedding light on digitalization, as well as contemporary techno-
logical advancements, combined with the contemporary paradigmatic trend of 
business agility in this respect, it is argued that these factors and drivers are re-
shaping the nature of management accounting, which is increasingly characterized 
by distinctive attributes associated with agility. On one hand, management ac-
counting involved in planning, decision-making, and control supports corporate 
processes aiming at sensing environmental change and responding to the change, 
hence playing a crucial role in enterprise agility. On the other hand, the trend to-
wards agility in business strategies and operations sets new agility-based require-
ments for management accounting, which can act as a driver for management ac-
counting change. Drawing on cross-disciplinary academic literature combined 
with reflections from the recent developments in the practice, the drivers and the 
manifestations of accounting agility are discussed in this paper with certain illus-
trative examples representing elements from different levels and dimensions of 
management accounting. Furthermore, it is claimed that the management account-
ing change research, in particular, should acknowledge the various aspects of ac-
counting agility, in order to explain and understand better both management ac-
counting change and the dynamics of management control systems, in the future. 
 




Accounting is not a static phenomenon (Hopwood, 1987). Especially in manage-
ment accounting domain there is a stream of literature focusing in management 
accounting (MA) change (for literature reviews see e.g., Granlund & Modell, 
2005; Lukka, 2007; Suleiman & Mitchell, 2005; see also Burns & Vaivio, 2001), 
covering change in accounting systems, techniques and practices (see e.g. Burns 
& Scapens, 2000), and the role expansion of accountants (Granlund & Lukka, 
1998; see also Granlund & Taipaleenmäki, 2005). This research note, opening a 
new window to accounting change, discusses these novel perspectives within en-
tire accounting domain, but has its focus and priority contribution in management 
accounting (MA). As it is acknowledged that MA can take on a variety of forms, 
rather than ‘a set of techniques’, MA is defined here according to Chapman et al. 
(2007: ix): “Management accounting is a set of practices that are often loosely 
coupled to one another and varying across both time and space” (see also Chenhall, 
2003; Malmi & Brown, 2008)1. However, MA is considered and discussed in this 
paper not only as a corporate function and a profession, but also as a changing 
phenomenon in the society, reflected also in the changing relationship of manage-
ment accounting and financial accounting (Taipaleenmäki & Ikäheimo, 2013; see 
also Hemmer & Labro, 2008; Ikäheimo & Taipaleenmäki, 2010), hence compris-
ing technical, individual, behavioral, organizational and ontological dimensions. 
The paradigmatic trend towards enterprise agility (or business agility) has been 
recognized both in business practise and in academic research. In business prac-
tice, enterprises aiming at agility implement autonomy and culture of self-respon-
sibility. They seek novel approaches such as radical transparency and openness, 
lateral connectivity and trust with cross-functional teams, and prototyping with 
quick feedback and adaptation loops. Generally speaking, agility is frequently seen 
as a concept that extends adaptability and flexibility to include speed and scalabil-
ity. It is also claimed, that to be an agile organization, the resilience of its employ-
ees, i.e. the capacity to recover quickly from difficult but oftentimes necessary 
changes, needs to be on sufficient level. Agile organizations are not only capable 
of change, but they are also nimble, capable of changing quickly and gracefully. 
(Baskerville et al., 2005; Dove, 2001) In this spirit, this commentary subscribes to 
both the concepts and the conclusion of Overby et al. (2006) that an agile enterprise 
is capable of sensing environmental change and responding readily to both pre-
dictable and unpredictable events, in order to survive and succeed in turbulent 
                                                 
1 See also functionally oriented CIMA’s definition of MA (1996): “the process of identification, 
measurement, accumulation, analysis, preparation, interpretation and communication of infor-
mation used by management to plan, evaluate and control within an entity and to assure appro-
priate use of and accountability for its resources”. 
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business environment, which is typically characterized by uncertainty2 (see also 
Bradley & Nolan, 1998). The turbulence in both strategic and operative conditions 
is due to drivers or factors such as competitors’ actions, changes in customer pref-
erences or demands, regulatory or legal changes, economic shifts, and technologi-
cal advancements with exponentially growing progress.3 In the literature, it is fre-
quently concluded that IT enables enterprise agility (Overby et al., 2006; Pavlou 
& El Sawy, 2006) or operational agility (Tan et al., 2017). 
Reflecting the discussed setting to accounting, it has recently been acknowl-
edged that accounting and control cannot be studied apart from information tech-
nology (Dechow et al., 2007a and 2007b; Dechow & Mouritsen, 2005; Granlund, 
2011; Granlund et al., 2013; Granlund & Malmi, 2002)4. Similarly, as IT has in-
fluenced and will be reshaping practically all industries and organizational func-
tions and business processes, it has been and will be reshaping management ac-
counting and the way MA is changing. Even if IT and digitalization5 plays a major 
role in the development of accounting systems, the literature in IT’s impact on 
accounting change is still fairly scarce (see e.g. Rom & Rohde, 2007; Scapens & 
Jazayeri, 2003; Taipaleenmäki & Ikäheimo, 2013; Vaassen & Hunton, 2009). The 
enabling role of IT in enterprise agility has also been identified and analyzed e.g. 
by Overby et al. (2006), Weill & Broadbent (2002), and Sambamurthy et al. 
(2003). 
Management accounting, as part of management control system (MCS) package 
(Malmi & Brown, 2008), supporting both planning and decision-making, is natu-
rally involved in the corporate processes aiming at sensing environmental change 
and responding to the change, hence it can be claimed that management accounting 
and accounting systems, in general, play a crucial role in enterprise agility. On the 
other hand, the trend towards agility in business operations sets new agility-based 
requirements for management accounting, which can result in management ac-
counting change. This mutual two-way relationship between management ac-
counting change and enterprise agility will be discussed in this research note, fo-
cusing especially on the evident and multifaceted significance of the IT and tech-
nological advancements on the change towards accounting agility. In other words, 
                                                 
2 Uncertainty is also one of the most widely researched contingency factor in the MCS design 
studies. Its fundamental role has been emphasized e.g. by Chenhall (2003) and Chapman (1997). 
3 See also VUCA model, i.e. Volatility (the nature, speed, volume, magnitude and dynamics of 
change), Uncertainty (the lack of predictability of issues and events), Complexity (the confound-
ing of issues and the chaos that surround any organization), and Ambiguity (the haziness of reality 
and the mixed meanings of conditions), which has been presented and further discussed by Hor-
ney et al. (2010), and Bennet and Lemoine (2014). 
4 See also Granlund & Mouritsen (2003) and Hunton (2002). 
5 In this paper, digitalization is defined to include both (1) the process of information creation 
moving from analog to digital, and the automation of existing processes (frequently referred to 
also as ‘digitization’) and (2) the process of becoming a digital business that transforms business 
processes (‘digitalization’ of business). 
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there is a need for conceptual analysis to facilitate future MA change research and 
to help structure further investigation of enterprise agility in general. 
Hence, the purpose of this commentary is to conceptualize agile accounting in 
relation to enterprise agility and to initiate discussion on the potential, which lies 
in capturing the transformation of accounting towards a more agile phenomenon 
in various dimensions and ways, in MA research. The aim encompasses also dis-
cussing the ways and dimensions in which accounting agility becomes manifested, 
especially within the field of MA. Particular attention is paid to digitalization and 
technological advancements, combined with the contemporary paradigmatic trend 
of business agility, in discussing how the various factors are driving accounting 
agility and how MA is reshaped or transforming towards agility. 
This research note draws heavily on an extensive literature review of major ac-
counting journals and certain selected major AIS and IS journals. The conceptual 
analysis of this commentary also facilitates several other sources of information 
providing reflections from the recent developments in practice. These include data 
collected for the author's earlier studies on management accounting change, as well 
as experiences from the field. The author’s professional background includes work 
experience as CFO of an ICT consulting company for twelve years and as business 
controller of a software and technology company for five years. Figure 1 below 
describes the above-discussed path towards agile accounting, which will be ana-
lyzed and discussed in more detail in the next sections. It should be noted that the 
changing factors in the operating environment contribute to the development to-
wards agile accounting through enterprise agility and business requirements, but 
also directly as the accounting regulation, and accounting technologies etc. change 
and for example cost pressures typically affect the resources and organization of 















































Conceptualizing accounting agility 
As presented above, the rapidly changing factors are driving the turbulence in the 
operating environment of firms both on strategic and operational level conditions. 
When firms face the needs to transform into agile organizations due to these ex-
ternal factors, they attempt to adjust their business strategies and operations, as 
well as their organization and management systems and structures, in order to re-
spond these change pressures. Companies with agile strategy continuously search 
for new business opportunities or business and revenue models, as well as even 
quick innovations (see e.g. Hugos, 2009). At the same time, operative plans and 
strategies are losing their power and can become obsolete. This in turn will be 
reflected in the agility-based requirements for accounting, and management ac-
counting in particular.  
In this paper, by presenting manifestations of management accounting agility 
both from the practice and literature, it is argued that the agility of accounting can 
be manifested on many dimensions and levels or accounting, firstly considering 
accounting as a part of control structure and MCS package on corporate level, sec-
ondly as (set of) tools, techniques and methods on corporate or functional level, 
thirdly as a profession and finally as a discipline or a societal phenomenon. 
Manifestations of agility on various dimensions and levels of manage-
ment accounting 
 
Considering management accounting as a part of control structure and manage-
ment control system package, and the above-discussed changing factors in the op-
erative environment, the corporate life cycle perspective, particularly related to 
new economy firms (NEFs) provides an example of how management accounting 
agility becomes manifested on corporate level, in the organizational dimension, 
i.e. as part of the control structure. In their analysis of NEFs, Granlund and Tai-
paleenmäki (2005) identified the two-way relationship between corporate life cy-
cle stage and management control developments as well as the life cycle ambigu-
ity. They observed also diffusion of life cycle ambiguity from corporate evolution 
into management control systems (see also Moores & Yuen, 2001). The markets 
of a NEF are typically immature and the external operating environment is char-
acterized by rapid changes (cf. Moore, 2001), i.e. both economic shifts and tech-
nological advancements, which evidently drive the need for enterprise agility and 
agility in management control. 
Granlund and Taipaleenmäki (2005) emphasized also certain internal character-
istics, such as R&D and knowledge intensity, technology driven culture, role of 
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venture capitalists, fast growth, new revenue models, and intangible products, 
which all are shaping MCS and controllership in NEFs, and at the same time as 
regards MA, causing immense amounts of fundamental accounting problems re-
lated to measurement, allocation, accruing, and valuation in cost accounting. How 
these characteristics are reflected in accounting agility is obvious. Time-to-market 
pressures in new product development have caused the shift to technology plat-
form and modularity orientation, as well as requiring more flexible approach also 
from management accounting. All of the above factors contribute to future-orien-
tation and short-term orientation of financial controls and management accounting 
agility. In general, the corporate life cycle changes have become, not least because 
of the advancements in IT, more fast-phased and actually forming a dynamic pro-
cess of constant change. It can be argued, that the corporations facing this constant 
change are forced to seek also ways of managing the change and controlling the 
business in an agile way with more agile strategies and operations. 
As the business organizations are facing pressures towards enterprise agility, 
which is reflected in their strategy, operations, management structures, organiza-
tion, etc., the very same agility-based requirements are diffused into technical di-
mension and the very grass root level on the field of accounting, namely manage-
ment accounting tools, techniques and methods either on corporate or functional 
level. It is unquestionable that increasing environmental uncertainty and accelerat-
ing rate of changes in operating environment affect especially the forward-looking 
planning practices in business organizations.6 These planning tools, methods and 
techniques, which support enterprise agility, include for example driver-based 
planning, what-if analyses and scenario analyses. As Heer (2012) argues, agile 
planning is about scenarios, which help to understand, what is behind the numbers. 
Applying real option theory in the investment decision-making process is also one 
of the approaches, which is adopted to increase flexibility7 (see e.g. Brennan & 
Trigeorgis, 2000). 
Questioning the relevance of the traditional budget has prevailed recently both 
among the academics and the practitioners. Many alternatives for this have 
emerged, one of the first in the past was using flexible budgets, which adjust for 
changes e.g. in the volume of activity. Contemporary solutions reflect even more 
the stiffness of traditional budgets. Abandonment or non-use of budgeting 
(Ekholm & Wallin, 2001; Hansen et al., 2003; Hope & Fraser, 1997, 2003; Munro, 
                                                 
6 The results by Davila and Foster (2005), from their study on the adoption of MCS in start-up 
companies, indicated that firms tend to adopt MCS for financial planning more quickly than for 
control. 
7 Brennan and Trigeorgis (2000) identify and discuss for example investment timing flexibility 
(ability to delay and optimally time the start), operational flexibility including options to vary 
operating parameters (e.g. shutting down and reopening, expanding, contracting and abandoning 
operations, optimizing cut-off grades, varying production rates as prices fluctuate) as well as flex-
ibility in natural resource investments or in technology choices. 
181 
1995; Østengren & Stensaker, 2011; Wallander, 1999) as well as emphasizing 
forecasting over budgetary planning can be seen as a respond for pressure to en-
terprise agility and hence also as a manifestation of accounting agility. Especially 
business operations managed together with rolling forecasts (see e.g. Scapens et 
al., 1996; Taipaleenmäki & Ikäheimo; 2013) , serving also as an “early warning 
system” of a business, are in the core of sensing and responding, i.e. enterprise 
agility. Shorter planning and reporting periods, the increase analyses and other 
tasks of ad-hoc nature, as well as the streamlining of management accounting and 
reporting processes, can also be seen as a response to the pressures towards agility 
in accounting. Moreover, it can be argued that firms pay attention to agility re-
quirements also when choosing or designing not only the planning methods but 
also the control tools and techniques. IT-assisted variance analyses, which are used 
in tracing the reasons for the differences between forecasted and even real-time 
actual financials (Taipaleenmäki & Ikäheimo, 2013; see also Emsley, 2001), are 
regaining popularity, which can be seen as another manifestation of management 
accounting agility. 
In the organizational and behavioral dimension of MA, on the functional level, 
another manifestation can be found from the interface of management accounting 
and new product development (NPD), and the absence of accounting and formal 
financial controls in innovative and uncertain environments. Taipaleenmäki (2014) 
has problematized the equivocal results and paradigm shift, regarding the claimed 
positive impact of MCS on creativity and innovation (see also Adler & Chen, 2011; 
Dávila, 2000; Jørgensen & Messner, 2009) and based on his study described and 
explained absence and variant modes of presence of management accounting, with 
various explanatory factors, in NPD. Absence of accounting can actually be con-
sidered as one of the most fundamental manifestations of agile accounting, con-
tributing to enterprise agility. In the situation where financial controls are fully 
absent, or replaced with only ‘accounting-thinking’ or concepts only8, the agility 
of MA is due to certain, for example, technical9, economic or functional10 factors 
or lack of reasons-for-adoption, which may be a response to environmental factors 
driving enterprise and accounting agility, or other contingencies or covariates such 
as environmental uncertainty and changing corporate priorities, causing turbulence 
in operations (Taipaleenmäki, 2014). 
                                                 
8 The evidence from Taipaleenmäki’s (2014) multi-organization study suggests that in certain 
situations, instead of adopting financial and accounting control tools and methods, only account-
ing concepts or accounting-based thinking can be adopted and mobilized as a management phi-
losophy. 
9 E.g. infeasibility, inadequacy, impossibility, inapplicability or lack of relevance in certain or-
ganizational setting due to e.g. nature of business, complex decision-making situation or lack of 
task routineness in R&D. 
10 E.g. limited financial or human resources, cost-benefit of management accounting system, IT 
related restrictions. 
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Aligned with the challenge of introducing formal controls within flexible and 
innovative process, Malmi and Brown (2008, p. 289), in turn, acknowledge the 
agile organizations’ operational realities and they have evidence which provides 
support for the above discussion. They argue that a contingent factor, such as an 
uncertain environment may have very different impacts on the accounting systems 
depending on whether the system is used for decision making or control. They 
emphasize that whereas environmental uncertainty may require broad scope of in-
formation, including financial, hence suggesting more extensive use of accounting, 
from behavioral perspective environmental uncertainty may require agile organi-
zations with considerable employee empowerment and thus, less extensive use of 
accounting controls. One example of such agile organizations could also be the 
above-discussed new economy firms, typically characterized by creativity, infor-
mality, and a spirit of freedom (Granlund & Taipaleenmäki, 2005). 
Generally, for the situations where accounting absence is a result of a conscious 
decision and action or inaction, Choudhury (1988), in his development work to-
wards a theory of non-accounting in organizational settings, proposed the follow-
ing examples of this ‘virtuous’ accounting absence: absence as trust (e.g., mana-
gerial attempt to foster commitment and trust in subordinates), absence as con-
structive ambivalence (e.g., managerial attempt to generate flexibility while facing 
a changing environment or pursuing an innovation strategy), and absence as sym-
bol (e.g., managerial attempt to send unequivocal signals as regards the corporate 
priorities, e.g. symbolizing outward-looking stakeholder-focused view of an or-
ganization). Out of these three categories, the form of absence as constructive am-
bivalence is undoubtedly in the very core of accounting agility with behavioral 
implications. Accounting change within an organization may also be cyclical when 
new accounting technologies are adopted and then abandoned (Briers & Chua, 
2001), which can also be seen as an IT-driven manifestation of accounting agility. 
The development towards accounting agility in accounting is evidently mani-
fested also on the level of profession, which is comprised of elements on individ-
ual, behavioral, organizational and technical dimensions. This form of manifesta-
tion is associated with the skill requirements and everyday work, in terms of roles, 
duties and responsibilities of management accountants and controllers. Along 
with accelerated change in business environment, especially due to technology ad-
vancements, as well as tightening competition and cost pressures, management ac-
countants have faced a totally new situation, where they are required to act in both 
operative and strategic roles (Granlund & Lukka, 1998; Burns & Vaivio, 2001; 
Järvenpää, 2007) and even to adopt hybrid roles (Kurunmäki, 2004; Kurunmäki & 
Miller, 2011; Miller et al., 2008 and 2010; see also Newman & Westrup, 2005; 
Pierce, 2002 and Pierce & O’Dea, 2003) in the organizations. Zuboff (1988) was 
one of the first authors, who argued for the transformative power of IT and showed 
how IT is involved in changing work and power relations, as well as how it both 
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facilitates and reflects on profound organizational changes. Management account-
ants and business controllers have also had to develop rapidly their IT-related com-
petences to be able to build and maintain advanced analysis and reporting systems 
with the modern technologies. Frequently they also take responsibility for manag-
ing implementation projects for MAS software. Notable is that whereas IT (e.g. 
robotic process automation, RPA, advanced machine learning and artificial intel-
ligence, AI)11 facilitates and drives the fact that routine accounting jobs will even-
tually become extinct, the proliferation of technology-driven jobs will continue in 
the foreseeable future. One example of this has been reported by Newman and 
Westrup (2005), who claimed based on the findings of their study on the adoption 
of a new ERP system, that new hybrid roles may emerge for accountants (see also 
Hyvönen et al., 2009). 
The complexity of contemporary business environments leads inevitably to 
higher volume, velocity and variety of available data sets, most of which are in-
creasingly unstructured, for business management (see big data definitions by 
CGMA, 2013 and Bayer & Laney, 2012).12 Hence, the big data era, with fast-
phased data-driven (need-based) changes and technology-driven (possibility-
based) changes in business and management (Taipaleenmäki et al., 2017) can be 
seen as one of the most significant examples of the IT-driven manifestations on 
the profession level in the path towards enterprise agility and agile accounting. 
Drawing on Zuboff (1988), Taipaleenmäki et al. (2017) have analyzed the effect 
of Big Data (BD) on business models, management control and decision-making, 
                                                 
11 Gartner (2016a, see also 2016b) predicts the rise of ‘intelligent digital mesh’. “The mesh refers 
to the dynamic connection of people, processes, things and services supporting intelligent digital 
ecosystems. As the mesh evolves, the user experience fundamentally changes and the supporting 
technology and security architectures and platforms must change as well.” Based on Gartner’s 
top 10 strategic technology trends for 2017, data science technologies and approaches are evolv-
ing to include advanced machine learning and artificial intelligence (AI) allowing the creation of 
intelligent physical and software-based systems that are programmed to learn and adapt. 
12 Big data is defined by CGMA (Chartered Global Management Accountant; consortium of 
AICPA and CIMA) both in terms of levels of analysis and scale and complexity of data. CGMA 
uses the term “big data” as shorthand for the massive increase in the volume of data now being 
used to garner new insights into business performance, opportunities and risks. In this study, big 
data concept is adopted from CGMA (2013) and is defined as follows: On top of the financial 
data and enterprise data (i.e. broader operational and transactional data used to bolster analysis 
and forecasting), big data includes new types of internal and external data much of which is un-
structured, but some of which could yield new insights into business management. Hence, big 
data is seen here as an all-encompassing term for collection of business data sets so large and 
complex that it is difficult to process using on-hand data management tools or traditional data 
processing applications. Cf. Gartner’s definition for big data: “Big data is high volume, high ve-
locity, and/or high variety information assets that require new forms of processing to enable en-
hanced decision making, insight discovery and process optimization” (Bayer & Laney, 2012). As 
a concept, big data is typically loosely defined. Some definitions emphasize the volume of data, 
some focus on the analysis methods, and some are based on the changes and impacts which big 
data may have (see Diebold, 2003; Quinn, 2013). Big data can also be seen as a certain kind of 
transformation in the paradigm of knowledge. 
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and trends of hybridization. According to Taipaleenmäki et al. (2017), more agile 
strategy processes may require analysis and reporting processes, which are more 
agile. On the other hand, big data and related technologies can drive the transfor-
mation of MA systems, processes, and tools as well as the role and responsibilities 
of management accountants, i.e. the entire MA profession. 
In CGMAs (2013) survey of more than 2,000 CFOs and finance professionals, 
84% of the respondents indicated that big data and analytics will require a change 
in how they do their jobs in the near future. As Taipaleenmäki et al. (2017) claim, 
the data- and technology-driven changes in business contexts and management 
may pose completely new challenges also to management accounting (MA) sup-
porting decision-making and management control. The big data technologies can 
open new opportunities in business decision-making, for example enhancing busi-
ness analysis, monitoring and prediction processes. Undoubtedly, the big data 
technologies will have some kind of an impact in the accounting profession, in the 
same manner as the modern business intelligence and data analytics applications 
and solutions. These changes affect the entire profession of management account-
ing: the role of management accountants, analysis and reporting processes, infor-
mation systems, tasks and practices, competence requirements, as well as work-
load. 
Currently, the relationship between management accounting, business intelli-
gence and big data analytics and data science is ambiguous, and it is unclear, how 
the development between these functionally oriented professions as well as the 
organizational ownership and responsibilities will turn out in the long term. Some 
of these professions may face hybridization with each other. Another development 
scenario could be the fact that the role of business controllers, business intelligence 
experts or even data scientists could become threatened and marginalized due to 
the fact, that advanced analysis and reporting technologies and solutions, com-
bined possibly with artificial intelligence (AI) and well-functioning user interface 
could provide opportunities for business managers and executives to analyze and 
use the various sets of business data, as a “self-service”. In this scenario, the busi-
ness owners would adopt a hybrid role with a shift towards accounting and could 
analyze both financial information and big data, even without support by manage-
ment accountants, business analysts or data scientists (Taipaleenmäki et al., 2017). 
According to CGMA (2013), however, big data holds opportunities to unlock new 
career openings for finance and accounting professionals, who are already well 
placed to help translate big data based analytical insights into commercial impact 
and value. Regardless of the actual developments in this field, it seems obvious 
that big data is currently setting immense and potentially revolutionary change 
pressures on MA and the work of management accountants, who are bound to 
change their competences, tasks and even to adopt new hybrid roles on the indi-
vidual level, in an agile manner. 
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Finally, it can be claimed that the development towards agility can also be ob-
served in the ontological dimension, when accounting is analyzed as a discipline 
or as a societal phenomenon. This form of manifestation is associated with change 
of accounting as a field of business practice or as a field of academic study. The 
fact, how fundamental and fast is the change of financial accounting (FA) and 
management accounting on this level of observation apparently determines, 
whether the accounting is developing towards a more agile phenomenon. Drawing 
on the analytical model by Hemmer and Labro (2008) in which the forward-look-
ing perspective of FA leads to forward-looking MA, Taipaleenmäki and Ikäheimo 
(2013) theorized and built a conceptual framing for analyzing the convergence of 
MA and FA with the advancements of information technology (IT). They expli-
cated how this convergence is manifested in the technical and technological do-
main (e.g. intentional integration of information systems and software as well as 
intentional combination of methods or standards), and how it is reflected as their 
convergence at the behavioral and organizational domain (e.g. (un)intentional 
alignment of both functions and processes or work and roles). 
Based on their observations and illustrative examples, Taipaleenmäki and 
Ikäheimo (2013) concluded that the forward-looking FA elements are often inter-
twined with MA and vice versa, and that the convergence at the technical and tech-
nological domain seems to precede the convergence in the behavioral and organi-
zational domain, as IT extends its effects into the sphere of mental efforts by in-
fluencing cognition (see Orlikowski, 1991 and 1992) through changes in the mind-
sets of employees (see Dechow & Mouritsen, 2005) and increased business process 
agility (Raschke, 2010). According to Taipaleenmäki & Ikäheimo (2013), IT plays 
an important or even crucial role in this convergence process of MA and FA, and 
can act as facilitator, catalyst, motivator, or even as the enabler of this phenome-
non. Thus, credibly, it can be argued that particularly due to technological ad-
vancements, the convergence of MA and FA indicates accounting as a discipline 
and as a societal phenomenon is in the process of change, which is both fundamen-
tal and fast, hence manifesting also the development towards accounting agility. 
Elaborating the role of IT in accounting agility 
Enterprise agility is defined as the ability of firms to sense environmental change 
and respond rapidly. Similarly, as IT contributes to enterprise agility by enabling 
the sense and responding capabilities of firms in two ways, (1) directly and (2) 
indirectly through the creation of digital options (Overby et al., 2006, see also 
Bradley & Nolan, 1998; Sambamurthy et al., 2003; Weill & Broadbent, 1998) it 
can be argued that IT plays important role in enabling also accounting agility. In 
discussing the role of IT in enterprise agility, Overby et al. (2006) identified the 
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technologies such as decision support systems, data warehouses and OLAP (online 
analytical processing tools, which can help firms develop rich knowledge through 
real-time data monitoring, pattern recognition, and strategic scenario modeling. 
Sambamurthy et al. (2003), in turn, suggest that IT indirectly supports agility by 
providing firms with digital options, i.e. a set of IT-enabled capabilities in the form 
of digitized work processes and knowledge systems. A basic premise of this theory 
is that IT enhances the reach (breadth) and richness (quality) of a firm’s knowledge 
and its processes. On the other hand advancements in technology, including IT, is 
quite plausibly seen as one of the changing factors directly causing environmental 
turbulence. What seems to be missing in the literature is the fact that IT also obvi-
ously affects all the other changing factors, hence contributing also indirectly into 
the turbulence of the operating environment. 
In information systems literature, an emerging stream of literature has recog-
nized the difference between traditional systems and vigilant information systems 
(El Sawy & Majchrzak, 2004; Houghton et al., 2004; Krogh et al., 2005; see also 
Haeckel & Nolan, 1993). These vigilant information systems (VIS) “integrate and 
distill information and business intelligence from various sources to detect 
changes, initiate alerts, assist with diagnosing and analyzing problems, and support 
communication for quick action” (Houghton et al., 2004, p. 20), i.e. VIS initiates 
the process, whereas with traditional IS the user initiates a process by, for example, 
querying an application, causing a passive database to be accessed. With good rea-
son it can be argued that agile accounting systems, especially most advanced man-
agement accounting information systems can meet the criteria of VIS through e.g. 
providing online key performance indicators with data visualized in dashboards, 
integrated with predictive analytics13 capabilities and operational process triggers. 
Elaborating further the role of IT advancements and digitalization in accounting 
agility, similarly as in accounting change, one of the most significant impacts has 
emerged from the internet-technology (including web-based standardization pro-
jects: XML and XBRL, see Debreceny & Gray, 2001; Deshmukh, 2006) combined 
with Application Service Providing (ASP) business models, clouding technology 
for accounting and control software, cloud computing, and mobile reporting capa-
bilities. These only have led to a situation where accounting and control is in prin-
ciple independent of time and space (Granlund, 2011), enabling remote work as 
both data and people are available without physical proximity.14 At the same time, 
the markets have evidenced advancement in the systems integration with both En-
                                                 
13 Predictive analytics is the branch of data mining dealing with forecasting probabilities, typically 
applying sophisticated analysis techniques to enterprise data in order to optimize resource alloca-
tion and make decisions based on customer behavior (CGMA, 2013). 
14 Faster internal financial reporting schedules in practice have also been enabled with other cor-
porate communication technologies, such as intranet, internal instant messaging services, video 
conferencing and even internal corporate social media. 
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terprise Resource Planning Systems (ERP) and enhanced middleware systems en-
abling companies to automate business processes, by using adapters, which are 
tailored to communicate with different software systems used within an enterprise. 
Furthermore, the improvements in the data processing and computing powers have 
been fast-paced, and novel approaches supporting agility, such as in-memory pro-
cessing capabilities for big data, have emerged recently (Taipaleenmäki et al., 
2017). Hence, undoubtedly, these changes also in the field of accounting has been 
revolutionary during the past decades. It has also been argued, that information 
systems and digitalization in general can act as a facilitator, catalyst, motivator or 
even the enabler for the MA change or even for the convergence development of 
MA and FA (Taipaleenmäki & Ikäheimo, 2013). However, it cannot be forgotten 
that IT may also prevent or hinder15 enterprise agility, e.g. due to fixed and inflex-
ible information systems such as ERPs, which can be hard to abandon (Overby et 
al., 2006). Thus, this may apply as well in the development towards accounting 
agility. 
Figure 2 depicts the role of IT in the path towards agile accounting. Information 
technology undoubtedly causes the turbulence in the business environment both 
directly and indirectly affecting most, if not all, the other changing factors, which 
drive the need for enterprise agility. By creating the digital options, IT is one of 
the key enablers of enterprise agility. With focus in accounting, it can be claimed 
that IT contributes to agility-based requirements for accounting and to MA change 
in general, but at the same time enables the accounting agility directly or indirectly 
through the digital options. 
  
                                                 
15 Granlund (2001) analyzed, how human, institutional, and economic factors have become inter-
twined in MA systems change projects, causing inertia, which results in stability rather than 
change (see also Burns and Scapens, 2000; Busco et al., 2007; Granlund, 1998; Lukka, 2007). 
Kasurinen (2002) identified various barriers to management accounting change and categorized 
those into confusers, frustrators and delayers (cf. positive drivers, i.e. motivators, facilitators, cat-
alysts covered in the MA change literature, e.g. Innes and Mitchell, 1990; Cobb et al., 1995). 
Even though IT may act in all of these roles in the path towards accounting agility, it is unques-
tionable that the dominating roles contribute positively to the enterprise and accounting agility, 













Figure 2 The path towards agile accounting and the role of IT and Digitalization 
Defining agile management accounting 
More generally, the concept of agility itself emerged initially in the flexible man-
ufacturing literature (Kidd, 1995). Agility can be seen to build upon other concepts 
in management theory that pertain to firm success in changing environments, in-
cluding for example (1) dynamic capabilities, i.e. a firm’s ability to integrate, 
build, and reconfigure internal and external competencies to address rapidly 
changing environments (Teece et al., 1997; see also Eisenhardt & Martin, 2000 
and Teece, 2000), (2) absorptive capacity, i.e. a set of organizational routines and 
processes by which firms acquire, assimilate, transform, and exploit knowledge to 
produce dynamic organizational capability (Zahra & George, 2003), and (3) stra-
tegic flexibility, i.e. a firm’s ability to manage economic and political risk by re-
sponding in a proactive or reactive manner to market threats and opportunities 
(Grewal & Tansuhaj, 2001; see also Ansoff, 1980; Hitt et al., 1998).16 It has been 
claimed that the ambiguous concept of strategic flexibility has bloated into a con-
stellation of concepts, such as adaptability, agility, resilience, robustness, versatil-
ity, and absorption. Several of these concepts emerged in the business practice 
without formal theoretical conceptualization (Bahrami & Evans; 2005; see also 
Pavlou & El Sawy, 2010). 
                                                 
16 Recently also the software development processes have typically transformed towards agility. 
Agile software development (see e.g. Cockburn, 2001) is an umbrella term, which describes a set 
of methods, practices, and principles for software development under which requirements and 
solutions evolve through the collaborative effort of self-organizing cross-functional teams. It ad-
vocates adaptive planning, evolutionary development, early delivery, and continuous improve-
ment, and it encourages rapid and flexible response to change. Furthermore, emergent methods 
and approaches, such as ‘minimum viable product’ (MVP) and ‘design thinking’ applied in new 
product development processes, have become quite popular lately. 
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Information systems (IS) researchers have devoted attention in studying how IT 
can facilitate reconfiguration by enhancing agility and dynamic capabilities 
(Desouza, 2007; Houghton, 2004; Pavlou & El Sawy, 2006). Building on the con-
cept of dynamic capabilities, Pavlou & El Sawy (2010) introduced the concept of 
improvisational capabilities as an alternative means for reconfiguration in turbu-
lence, defined as the ability to spontaneously reconfigure existing resources to 
build new operational capabilities to address urgent, unpredictable, and novel en-
vironmental situations. In contrast to dynamic capabilities, relying on formal plan-
ning for a given situation, and suitable for environments with predictable patterns 
of change (Winter, 2003), improvisational capabilities are best suited when the 
environment becomes highly turbulent, past procedures offer little or no guidance, 
and “planned spontaneity” in identifying novel configurations is preferred (Pavlou 
& El Sawy; 2010). Improvisational capability is not a random ad hoc problem 
solving, but collective, repeatable or patterned, and purposeful set of actions (Win-
ter, 2003). This can also be reflected to accounting agility, because improvisation 
takes place when there is not sufficiently time for formal planning or it is too costly 
to engage in formal planning, when existing plans do not apply to novel conditions 
(Crossan, 1998; Cunha et al., 1998; Weick, 1998), and when the time gap between 
planning and execution converges (Moorman & Miner, 1998) or when there is a 
time pressure to solve problems or address opportunities rapidly (Miner et al., 
2001). Improvisation also occurs because of an intentional decision to abandon 
formal planning, in other words as a deliberate strategy to take advantage of spon-
taneity and to avoid lengthy and costly planning processes (Pavlou & El Sawy, 
2010). In the domain of management accounting, for example the non-budgeting 
trend can be seen as a manifestation of improvisational capability with intentions 
to reconfigure control structures towards agility. 
As noted earlier in this paper, agility is frequently seen as a concept that extends 
adaptability and flexibility to include speed and scalability. Thus, similarly as with 
agile enterprise, it can be expected that all the dimensions and elements of agile 
accounting are flexible, adaptable, scalable, and nimble, and can be changed 
quickly and gracefully alongside with the turbulence in environmental conditions 
of the firm, caused by both external and internal changing factors, which are driv-
ing the development towards agility. Flexibility in general refers to readiness and 
willingness to change or compromise, and to the ability to be easily modified, or 
even susceptibility of modification or adaptation. In business, flexibility is typi-
cally seen as flexible work operations in terms of time and space, i.e. schedules 
and location, to increase motivation, concentration and productivity.  
Adaptability, in turn, typically refers to the quality of being able to adjust one-
self readily to new or different conditions, as well as to the capacity to be modified 
for a new use or purpose. Hence, adaptability as one of the dimensions of account-
ing agility encompasses both individual and organizational perspectives, and 
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adaptability of both people and organization or systems can be improved with prac-
tices or processes. The distinctive characteristic typically associated with systems 
and software is scalability, which includes the capacity to be changed in size or 
scale as well as the ability of a computing process to be used or produced in a range 
of capabilities. For example, management accounting systems can be scaled up 
and down according to the needs based on the changing business volumes or users. 
Drawing on both literature as well as anecdotal evidence and reflections from the 
business practice, it can be argued that the resilience of staff, i.e. the capacity of 
the employees to recover swiftly from the continuous and constant changes, deter-
mines the resilience of the organization, and hence it can be claimed further that 
resilience is an essential attribute of both enterprise and accounting agility. Resil-
ience of managers and all employees is becoming increasingly important because 
of the turbulent operating environment, not least due to new technologies and in-
formation systems, and due to the internal restructuring of organizations. 
Similarly as with enterprise agility, in this paper, the accounting agility is de-
fined as a multifaceted concept with various dimensions, combining flexibility, 
adaptability, and scalability, as well as resilience in all elements and on all dimen-
sions and levels of accounting, encompassing accounting as a part of control struc-
ture and MCS package on corporate level, as (set of) tools, techniques and methods 
on corporate or functional level, as a profession and as a discipline or a societal 
phenomenon. From the practical point of view, the elements of agile accounting 
can be reshaped and changed quickly and gracefully alongside with turbulence 
caused by both external and internal changing factors. Agile management account-
ing may even be determined by improvisational capability and these individual, 
behavioral, organizational and technical dimensions, which can be also spontane-
ously reconfigured, to address urgent, unpredictable, include the set of practices, 
i.e. techniques and methods, systems and software, process and organization, roles 
and responsibilities. Agile management accounting systems can serve an organi-
zation’s sensing and responding capabilities and may include vigilant information 
systems, which integrate and distill information from various sources to detect 
changes, initiate alerts, assist with diagnosing and analyzing problems, and support 
communication for quick action. 
The concept of agile accounting, associated with certain attributes describing 
how accounting is changing, cannot be discussed without reflecting the accounting 
agility with ‘drift’ model of organizational change. Quattrone and Hopper (2001) 
introduced the notion of ‘drift’ to problematize constructions of accounting change 
and its linear characterization, with segmented passages from one unique location 
in space and time to another. They proposed that whilst change is not devoid of 
purposeful action, it is not an orderly process with defined outcomes. Drift as a 
concept was introduced to represent accounting change as incomplete attempts at 
organizing (Quattrone & Hopper, 2001). Andon et al. (2007), on the other hand, 
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introduced the metaphor of ‘relational drifting’ to describe the diverse and shifting 
connections that inform and condition the chronically unfolding nature of change, 
thus highlighting the situated and experimental means through which accounting 
inscriptions are fabricated. It can be argued that the ‘drift model’ within an organ-
ization have very much in common with accounting agility, in challenging the lin-
ear predictability of the change and recognizing the contingent factors.17 
Finally, it is worth discussing briefly, what are the organizational settings, in 
which enterprise agility and accounting agility are most likely to be found in. One 
of these is undoubtedly ‘organized anarchy’ (Cohen et al., 1972; March & Olsen; 
1976; Cooper et al.; 1981), characterized by certain fundamentals and features, 
such as unknown, changing, contested and/or ambiguous goals, unlinear logic of 
organizing processes, dynamic environment and dynamic interactive management 
process. Organized anarchies have many similarities with ‘adhocracies’ 
(Mintzberg, 1979), which are organically structured and have a complex and dy-
namic operating environment. In addition, so called ‘fluid’ organizations, i.e. those 
where globalization, IT and digitization have altered the nature of organizational 
structuring and flows and actions may precede strategies (Bhimani & Bromwich, 
2010), could represent another organizational setting, where environment is char-
acterized by turbulence and the emergent pressures have thus resulted in an organ-
izational platform, which is at least partially a response to the emergent pressures 
towards enterprise agility. The above-discussed new economy firms could be seen 
as an example of these kind of organizational settings, where agility may flourish 
or even be a requirement for both managerial and accounting operations and struc-
tures. 
 
Summary and conclusions 
The purpose of this commentary was to initiate discussion on the potential, which 
lies in capturing the transformation of accounting, management accounting in par-
ticular, to-wards a more agile phenomenon. Thus, this research endeavour can be 
considered as only a starting point for further research. By conceptualizing agile 
accounting in relation to enterprise agility and accounting change and by shedding 
                                                 
17 In describing the ‘drift’, Quattrone and Hopper (2001, 426-427) captured also largely the es-
sence of agility: “When things are drifting (say castaways in a boat in the ocean or friends lost 
during an excursion in a wood), they may have no devices such as maps or a clock to give them 
a conception of time or space. They cannot accurately define their location or the time though 
they are likely to continually try to do so. This does not mean that they will not act purposefully—
they may try to create a shared idea of the ‘right’ direction. Nor are they doomed to perish under 
the waves or in the perils of the wood. They may reach a safe beach or an (un)known village and 
get help. If they are unlucky, they may return to where they started. But in both instances the 
purposeful action involves serendipity and chance, i.e. drifting.” 
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light on digitalization, as well as contemporary technological advancements, com-
bined with the contemporary paradigmatic trend of business agility in this respect, 
it is argued in this paper that these factors and drivers are reshaping the nature of 
management accounting. In this research note, a two-way relationship was identi-
fied between enterprise agility and accounting agility. On one hand, management 
accounting involved in planning, decision-making, and control supports corporate 
processes aiming at sensing environmental change and responding to the change, 
hence playing a crucial role in enterprise agility. On the other hand, the trend to-
wards agility in business strategies and operations sets new agility-based require-
ments for management accounting, which can act as a driver for MA change. 
Drawing on cross-disciplinary academic literature combined with reflections from 
the recent developments in the practice, the drivers and the manifestations of ac-
counting agility was discussed with illustrative examples representing elements 
from various levels and dimensions of management accounting, in particular, re-
sulting also in a multifaceted definition of agile accounting with distinctive attrib-
utes, which are summarized and outlined in the Table 1. 
Table 1 The dimensions, levels, elements and attributes of agile accounting 
The dimensions 
of agile MA 
The levels & elements of ag-
ile MA manifestations 
The attributes associated 











A part of control structure 
Functional level: 
A set of tools, techniques, 
methods and software 
Profession level: 
Roles, duties, responsibilities, 
and tasks 
Discipline / Societal level: 
A field of business practice or 













Based on the above discussion, a plethora of questions can be raised for further 
scrutiny. Some potential avenues for future research include ones, such as: 
 As accounting seems to be changing towards agility in various dimensions 
and on multiple levels, is the change taking place in both MA and FA and 
is the change currently faster and more drastic in the elements of the tech-
nical and organizational dimensions (methods, techniques, practices, etc.) 
or in the elements of the organizational, behavioral and individual dimen-
sions of accounting (roles, etc.)? 
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 As enterprises operating in turbulent environments with unpredictable pat-
terns of rapid changes and events must reconfigure with alternative capa-
bilities that require less planning, what is the two-way relationship be-
tween enterprise agility and accounting agility actually like, and which are 
the most significant impacts and implications in this sense and are they 
positive or negative in nature and what are the causalities like? Does the 
agility of management accounting extend to both planning and control pro-
cesses and practices? 
 What is the role of internal dynamics and corporate changes (mergers and 
acquisitions, changes in ownership and/or legal entity structure, lifecycle 
changes, etc.) in driving both enterprise agility and accounting agility, as 
in the existing literature the focus seems to be limited to analyzing agility 
in relation to the turbulence in the external environmental conditions only? 
 Is the development towards accounting agility evolutionary or revolution-
ary (Birkett & Poullaos, 2001; Kaplan, 1984; Perren & Grant, 2000; Tai-
paleenmäki, 2017) in the different dimensions of accounting? 
 What is the relationship between accounting agility and ‘loosely coupled’ 
accounting controls, i.e. those implemented with rational and simultane-
ous indeterminate elements (Lukka, 2007)? 
 What is the actual relationship between accounting agility and certain or-
ganizational platforms and settings, such as ‘fluid’ organizations (Bhimani 
& Bromwich, 2010), ‘organized anarchies’ (Cohen et al., 1972; March & 
Olsen; 1976; Cooper et al.; 1981), ‘adhocracies’ (Mintzberg, 1979), or the 
‘drift’ model of organizational change Quattrone and Hopper (2001)? 
Now it is possible to focus on the most significant attributes and elements of 
agile accounting in the various dimensions of accounting, also with empirical re-
search methods, to gain both more in-depth view on the development, as well as 
statistically tested research evidence on agility within the field of accounting, from 
the perspectives and dimensions that became only briefly touched upon in this re-
search note. 
In this research note, a special attention in the path towards accounting agility 
was paid to IT and digitalization. Robotics, automation, data science technologies 
and machine learning are just some of the contemporary examples, which are rap-
idly or even disruptively transforming the operating environment and hence having 
an impact on strategy and operations in all industries, affecting already also in the 
domain of accounting. Whereas futures studies are already concerned about artifi-
cial intelligence and even technological singularity, i.e. the hypothesis that the in-
vention of artificial superintelligence (AI) will abruptly trigger runaway techno-
logical growth, resulting in unfathomable changes to human civilization – in other 
words, how for example a computer running software-based artificial general in-
telligence would enter a 'runaway reaction' of self-improvement cycles, with each 
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new and more intelligent generation appearing more and more rapidly, causing an 
intelligence explosion and resulting in a powerful superintelligence that would, 
qualitatively, far surpass all human intelligence. In this scenario, AI would accel-
erate both the technological and societal changes to the speed, which leaves hu-
mankind with no possibility to understand or meaningfully predict future. Ac-
knowledging that the technological advancements in the field of AI are still far 
from these most dystopic future scenarios, this research note shows that the IT-
driven the accounting change can also take more abstract and multifaceted forms 
than those typically studied. The conclusion of this research note is parallel to 
Granlund (2011, p. 16), who argued that the interface of management control and 
modern IT is still an underdeveloped area both empirically and theoretically: 
 
“Indeed, researchers should increasingly follow the speedy develop-
ment of IT and investigate the potential and realized changes it may 
cause for accounting and control practice. This is increasingly im-
portant, as the accounting and management profession must deal 
with a host of complex issues that did not even exist in the past. De-
velopments in IT will most probably affect many aspects of business 
and accounting practice in the future and thereby offer new and ex-
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Flexibility is a strategic issue when organizations try to react to fast moving situa-
tions. This paper examines what features in management accounting and control 
system may facilitate or limit organizational flexibility. We have conducted a case 
study in one subcontractor in metal engineering industry. We found several ele-
ments of flexibility in management control system, part of which may be specific 
to manufacturing contexts. Our findings also highlight the importance of paying 
sufficient attention to compromising with the ruling orientations and subsequent 
objectives between the main functions of a firm. 
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Introduction 
It is crucial for all organizations to adapt to changing environments as well and 
fast as possible. In order to increase or even maintain competitiveness, firms have 
to invest in new technologies, adapt supply according to changing customer de-
mands, seize new possibilities offered by the dynamic of specific industries, and 
improve their operations faster than the competitors do. Despite of the strategic 
importance of organizational flexibility, the objectives of economic efficiency set 
limits and often are contradictory with these demands (Mouritsen, 1999). 
Flexibility is a concept which has a strategic nature, but operational outcomes. 
While there is a widespread recognition of the importance of organizational flexi-
bility, there is only little research that examines the interplay of the organizational 
flexibility, efficiency and management control systems (Abernethy & Lillis, 1995; 
Mouritsen, 1999; Ahrens & Chapman, 2004; van Veen-Dirks, 2006). The purpose 
of this study is to examine what in management accounting and control systems 
may facilitate or limit organizational flexibility. In order to answer this question, 
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we conducted a case study in one metal engineering company operating as a sub-
contractor for multiple original equipment manufacturers. The case is interesting 
since there is a high demand for flexibility coming from multiple industrial cus-
tomers and the context of manufacturing industry defined by multiple rigidities of 
technology and production capacity. 
Our findings are organized according to two supplementary research paradigms. 
We begin with structuralist analysis paying attention to performance measurement, 
strategic intentions, information technology and production infrastructure, organi-
zational design and human resource management aspects on management control. 
Then we move our analysis to human and interfunctional aspects of control.  
 
Literature review 
Volberda (1997) argues that flexibility is one way to increase control in high tur-
bulent environment. He emphasizes that the more uncertain the situation, the more 
an organization will need flexibility as a complement to planning. Further, he sug-
gests that flexibility is an outcome of two dimensions (which need to be in bal-
ance): the controllability of the organization and the control capacity of manage-
ment. Control capacity of management refers to the creation of the organization's 
control capacity (i.e. rapidity in organizational processes) at operational, structural 
and strategic dimensions, both externally and internally. The controllability refers 
to designing the appropriate organizational conditions that require identifying the 
type of technological, structural or cultural changes necessary to ensure effective 
utilization of managerial capabilities. 
Ahmed et al. (1996) argue that flexibility is a sum of different flexibility ele-
ments, which includes technology/machines, people, structures and systems and 
processes. Flexibility in that sense means that machines have capability to manu-
facture broad range of products, people are multi skilled and able to move their 
routines rapidly, organizations are using both formal and informal control mecha-
nisms and management focus is in information, materials, human and physical 
product flows and how they are interconnected.  
Management accounting and control systems have been originally developed to 
support mass production. In contexts where the needs for organizational flexibility 
were limited, long range planning, programming of operations and annual budget-
ing were developed as central means for management control (Simons, 1990; 
Drucker, 1990; Bowen et al., 1989; Nemetz & Fry, 1988). The contemporary needs 
for organizational flexibility are however, very different. There is a growing liter-
ature in management accounting that problematizes the fit of currently used man-
agement control systems with the strategic needs of flexibility (e.g., Ittner and 
Larker 1997; Miller and O’Leary 1997; Mouritsen 1999). 
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Normally in management control literature flexibility has been understood by 
companies to pay attention to customer orientation (Mouritsen 1999, Galbraith 
1994, Abernethy & Lillis 1995, Chenhall 2005). Mouritsen (1999) describes that 
flexibility in organization is related to the information flows from customers to 
subcontractors (see also Stalk & Hout 1990, Galbraith & Lawler 1993, Galbraith 
1994, Jenkins 1997), and to the responsibility for customers and other team mem-
bers in the organizations (see also Miller & O’Leary 1994, Munro & Hatherley 
1993). Both of these perspectives emphasize lateral relations in organizations (see 
also Miller & O’Leary 1994). In addition Mouritsen (1999) illustrates flexibility 
in two forms. The first one is paper practice, where flexibility is described as a 
numbers in accounting sense. Another one is political practice, where flexibility is 
described as a coordination and communication between the actors. The first one 
emphasizes that flexibility is expensive and needs to be controlled, where as the 
latter one emphasizes that flexibility is what customers requires in production. 
However, Mouritsen (1999) states that it is difficult to define what flexibility ac-
tually means, but it is management control system which transforms flexibility in 
execution. 
Van Veen-Dirks (2006) defines flexibility as a way to respond to market 
changes, particularly by flexible production and flexible production strategy. She 
has explored flexibility of management control systems, including elements of i) 
performance criteria (like financial vs. non-financial measures); ii) evaluating pro-
cess (like emphasis on budgets or actual costs); and iii) reward system (like varia-
bility of rewards). The focus has been in the state of flexibility, creating also a 
measurement for flexibility. The focus is particularly in one business unit’s inter-
nal perspective. Van Veen-Dirks (2006) calls future studies to explore the man-
agement control systems elements of flexibility in more detail and in different con-
texts. 
Abernethy & Lillis (1995) present that flexibility is firm’s ability to react to 
market demands in production by switching production schedules and offer prod-
uct variations instead of mass production. Abernethy & Lillis see this as a strategic 
choice by product differentiation instead of long production batches and standard-
ized products. They argue that customer-driven production requires that control 
systems have to be developed to complex and multifunctional situations. In these 
situations it is difficult to specify performance standards, as optimal relationships 
between inputs and outputs for production because tasks are usually not known. In 
this situation, financial measures of manufacturing performance become less rele-
vant. Thus Abernethy & Lillis (1995) argue that manufacturing flexibility requires 
cross-functional responsiveness to specific customer-initiated demands, which 
means that in control systems the focus should be in customer responsiveness (e.g. 
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cycle times, delivery performance etc.). Abernethy & Lillis also argue that inter-
functional and interdepartmental relationships should be in the focus of control 
systems, but how, is still an unanswered question. 
Chapman & Chua (2003) argue that flexibility refers to the personal (organiza-
tions members’) discretion. In their study personal computers allow personal cus-
tomization of routines in the use of enterprise resource system. Ahrens (2000) ar-
gue that organization can support flexibility by management control system by 
giving tailored expertise, but not in too technical and detailed way. 
Chenhall (2008) and Van der Meer-Kooistra & Scapens (2008) argue that hier-
archical control in the organizations is becoming less important and horizontal 
control is becoming more important. They argue that new horizontally based or-
ganization structures require different kind of control than traditional hierarchy 
based organizations. Van der Meer-Kooistra and Scapens present that flexibility is 
related to the minimal structures which need to be in balance in lateral relations. 
They describe lateral relations nature complex by continuous change where flexi-
bility as one element is needed to create balance. Especially they illustrate how 
flexibility refers to allow sufficient room for operations at lateral relations in 
changing environments. They also emphasize that when traditional management 
control literature seeks to solve the contradictions, the real challenge is to under-
stand how managers cope in such complex lateral relations. In this study we will 
focus on that especially to the horizontal level analysis of organizations.  
Summarizing the previous studies in the intersection of management accounting 
and organizational flexibility, some design elements and basic tensions have been 
recognized. It is found that minimal controls structures and lateral information 
flows from customers to suppliers may enable flexibility (Van der Meer-Koistra 
and Scapens, 2008; Mouritsen, 1999). In light of Volberda’s (1997) argument, 
however, it is difficult to see how minimal control structures may increase control-
lability of the organization. Centralized financial control, detailed corporate rules 
and enterprise information technologies, however, may limit flexibility (Mour-
itsen, 1999; Ahrens, 2000). In addition to these design elements, flexibility is seen 
as an outcome of personal discretion and interdepartmental negotiation (Chapman 
and Chua, 2003; Abernethy and Lillis, 1995). According to Volberda (1997) con-
trol capacity of management is as decisive as the elements of flexibility. Flexibility 
here is seen as much an outcome of management decisions on structural elements 
of the organization as quick operation within that structure without hesitation.  
 
Research method and methodology 
The purpose of this study is to enrich our understanding of the facilitating and 
limiting interlinkages between management accounting and control systems and 
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organizational flexibility. We have chosen case study methodology to get deep 
understanding of the practices in one particular firm. Our analysis builds on two 
different but complementary theoretical approaches in organizational sociology 
(Hassard, 1991). First, we will concentrate on the role of structural elements of 
management accounting and control systems in facilitating or hindering organiza-
tional flexibility. Second, we will move attention to relations of different organi-
zational actors. We theorize our findings of compromising rationalities needed for 
building shared visions on flexibility within the organization.     
We have used semi-structured interviews for gathering the data. Opportunity to 
interview all business unit managers enabled us to get different perspectives on 
flexibility. Managers were asked: what does it mean to maintain and develop flex-
ibility for management controlling purposes in practice. We have made 16 semi-
structured interviews (with 13 business unit managers, with 3 business responsible 
managers) and with CFO we have had plenty meetings (durations between 1,5 to 
2,5 hours), and in addition we have had access to discuss with the shop floor people 
during our visits in the plants. Making interviews required a lot of traveling be-
tween different business unit locations. All the interviews are recorded and tran-
scribed. Typically the formal interviews lasted 1,5 hours. In addition we have had 
several informal discussions and meetings with the business unit managers, and 
the chief financial officer of the case company. Moreover, we have plenty of in-
ternal documents and reports as empirical source and we have met the company 
management several times during the project.  
In order to get deep understanding on the phenomenon we have adopted 
grounded theory method, where we have based our arguments on findings from 
the real life practice (Ahrens & Dent 1998, Järvenpää & Pellinen 2005; Ahrens & 
Chapman 2006; Ahrens et al. 2008; Vaivio 2008). Grounded theory is one form of 
qualitative research. The purpose is to discover and understand what lies behind 
the phenomenon. As Strauss & Corbin (1990) state grounded theory is inductively 
derived from the study of the phenomenon it represents. Grounded theory is an 
analytical method for data collection and data analysis. Grounded theory is a qual-
itative research method which uses a systematic set of procedures. The research 
findings aim to constitute a theoretical formulation of the reality. 
In grounded theory the initial research question starts out broadly and becomes 
narrowed and focused during the research process. Grounded theory is an approach 
which support to develop existing theory or create new theory in innovative way, 
by systematically analyzing the data (Strauss & Corbin, 1990) The purpose is to 
categorize and conceptualize issues by finding the relationships between the find-
ings. Creating theory is based on systematically coding and analysis (Strauss & 
Corbin 1990, Partanen 2001, Parker & Roffey 1997; Järvenpää & Pellinen 2005). 
Glaser & Strauss (1967) and Strauss (1987) mention that the theory constructing 
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process is an iterative process, in which the analysis will be developed during the 
process. 
Central idea in grounded theory is the coding process. Coding process repre-
sents the operation where data will be conceptualized, and formulated in new way. 
Analysis in grounded theory is composed of three types of coding: a) open coding, 
b) axial coding, and c) selective coding. Strauss & Corbin (1990). The purpose of 
coding is to form meanings and examine the relations between these meanings for 
creating the categories for the findings. Under the coding process it is also essential 
to question, criticize and develop new categories and conceptualize the data. (see 
for example Strauss 1987 and Parker & Roffey 1997). 
According to Strauss & Corbin (1990), ‘Labeling the phenomena’ is the first 
step to conceptualize the data. In that step data will be broken down to observa-
tions, sentences, events or so on and those will be given a name, something that 
stands for or represents a phenomenon. The next step in coding is called ‘discov-
ering the categories’. After labeling phase there may be hundreds of labels. Once 
the data has been labeled, the labels need to be grouped. The process of grouping 
concepts that seem to pertain to the same group is called categorizing (p. 65). To 
each category is given a name which describes the phenomena represented in the 
group. Categories have to analytically developed by the researcher. It is important 
to recognize the properties and dimensions of categories because those form the 
basis for making relationships between other categories and subcategories. Prop-
erties and dimensions form therefore the basis the analysis. 
The last phase is ‘theorizing’ where subcategories are linked to the main cate-
gory by relationships, which denotes causal conditions, phenomenon, context, in-
tervening conditions, actions/interactional strategies, and consequencies. Phenom-
enon is the central idea: what is this data referring, what is the action about? Causal 
conditions refers to events that develop the phenomenon. (Strauss & Corbin, 1990) 
Intervening conditions are the broad and general conditions upon action / inter-
actional strategies. These include time, space, culture, economic status, technolog-
ical status, history etc. Grounded theory is an action /interactional oriented method 
of theory building. This means that properties are processual, purposeful, and in-
clude also failed actions and there are always intervening conditions. (Strauss & 
Corbin,1990) 
During the research process we have all the time questioned our findings: what 
does flexibility mean; how it will be created, is that the only way how we under-
stand flexibility. This questioning resulted our next analysis on flexibility.  
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Management accounting and control systems in Unimet 
We have gathered our data from one fast growing company, namely Unimet Group 
(United Metal, the name is changed), which is operating as a subcontractor in en-
gineering industry. The company supplies globally services for machining, assem-
bling and hydraulics in auto, mechanical engineering, transmission and defence 
equipment industries. The turnover in 2008 was almost 200 million Euros and it 
has over 1.000 employees. 
The history of Unimet arises from the year 2002, when the company was sepa-
rated from the Patriot Group (not real name). Operating management together with 
a small VC became the main shareholders. The main strategic target was to become 
a subcontractor that would be able to supply more and more demanding systems 
to global companies. In the growth strategy of Unimet acquisitions have had the 
main role. Unimet has hence grown by acquisitions. During the years 2002 and 
2008 it has done 15 acquisitions. Unimet has bought both small machine shops and 
outsourced units from big companies in metal industry. The turnover during these 
years has grown from 13 million euros (in 2002) to over 200 million euros (in 
2008), which means average annual growth of about 57 per cent during six years 
indicating our case site being a fast growing company. At the same time the or-
ganic growth has been about 10%. 
All the business units of Unimet are small or medium sized machine shops. 
Even they are operating in the same field (in metal industry) they all have different 
production machines, working rules and environments. The strategy is to form 
more extensive services to global customers, but at the same time top management 
of Unimet want to maintain the flexibility and agility (entrepreneurial working 
rules of these small machine shops), while these are seen as strengths of the com-
pany. Flexibility and entrepreneurial working rules have been seen to be most es-
sential characteristics of Unimet, while it works as a subcontractor.  
The nature in Unimet’s business is that new sales orders are got for many dif-
ferent reasons. Sometimes the customer want to outsource units or activities that 
do not belong to core strategic areas, sometimes customer is seeking more capac-
ity, and sometimes the customer want more flexibility to its own processes. In that 
case Unimet is the flexible part in the principal’s value chain. Thus it is Unimet’s 
task to find more efficient and more flexible operating ways by the same or better 
quality standards.  
However, management control systems and structures have been recurred and 
developed during the growth of the company. At the beginning the procurement 
manager was responsible for administrative tasks as his main job. Bookkeeping 
was organized an external accounting company. In 2004 business controller was 
recruited to Unimet head office. His main task was to stabilize the systems and 
standardize the rules of management control and reporting systems. At that time 
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all the small machine shops had their own management control and reporting sys-
tems and working rules. Models for development were mostly drawn from the 
business controller’s previous work experience in a big company. Restructuring of 
the management control functions towards the structure of big company included 
also the recruitment of the CFO in 2007. 
The main management control mechanism in Unimet from the beginning has 
been budgetary control. The annual budget is reported and analysed in monthly 
basis. Business unit managers are responsible for profit. During the year 2006 com-
panywide enterprise resource planning system was implemented. None of the busi-
ness units (small machine shops), except few managers, have had hardly any ex-
perience of using that kind of complex management control system.  
In the small machine shops management control was organized in various ways. 
Most of the machine shops were driven by entrepreneurs who had their own work-
ing rules, whereas some of the machine shops were previously been part of global 
companies and where the management control was organized in more hierarchical 
ways. After the acquisitions original entrepreneurs did usually not follow the unit 
to the Unimet company. In the most cases operation managers were risen to the 
positions of business unit manager. It was one major difficulty there that even they 
had a strong experience in the manufacturing operations, they had no experience 
in the business, financial and administrative tasks. 
On monthly basis, business unit managers are reporting a set of standardized 
financial and operational figures together with short details to the top management 
(these will be presented in next chapter). Top management collects this data and 
prepares the group reporting for the board. Even all the business units are con-
trolled by the same standardized performance measurement system the manage-
ment of business units varies greatly.  
 
MACS structural analysis: facilitators and obstacles for flexi-
bility 
The analysis in this section seeks to explain how the structure of management ac-
counting and control system impact (facilitate and limit) on organizational flexi-
bility. We categorize inductively our findings on structural elements in four cate-
gories: 1) performance measurement system (PMS); 2) strategy; 3) information 
technology and production infrastructure, and; 4) organizational design and human 
resource management. We found several factors that either facilitates or hinders 
flexibility. Table one summarizes facilitators and table two obstacles for organiza-
tional flexibility. 
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Beginning from the customer orientation, one of the main features of flexibility 
relates to the requirements from production capacity. If there is no production ca-
pacity available in one business unit, it is possible to utilize the capacity of the 
group by delivering production order to another business units where capacity 
might be available. This flexibility feature would require that customers get all the 
services they need from one service point (machining, hydraulics, assembling even 
produced in different business units).  
It is also flexibility in Unimet that there are different kinds of machines available 
in business units. This makes it flexible to response to the customer requirements 
but also manage the production planning in the organization. This kind of flexibil-
ity can be defined as a versatile production capacity in each production unit. 
At the group level flexibility comes from the ability to share production needs 
between a number of business units, in particular, when there is no capacity or 
special machines available in a single business unit. In this way Unimet as a group 
would be able to serve different kind of production capacity needs as a combina-
tion of all business units, and utilizing the total capacity of Unimet. This feature 
includes also quick deliveries for the customers and high rate of right time deliv-
eries.  
Further, the ability in quick reprogramming and scheduling of production was 
seen as an element of flexibility. This means that ongoing production process 
would be stopped and new prioritized production order to be planned and sched-
uled instead. As a result the production of the original order would be postponed. 
This type of customer oriented flexibility, however, inevitably creates challenges 
with the cost efficiency of the production. Option to production flexibility that of-
ten requires unanticipated changes in production schedules would be shipping the 
products from storage to customers. This principle also gives certain options to 
plan and schedule production lines in a flexible way. If semi-finished products 
would be produced to storage this would enable longer production batches, better 
cost efficiency in production without losing the capability for quick deliveries to 
order. 
One of the main issues in flexibility is personnel flexibility. This can be divided 
into know-how and expertize, and attitudes of personnel. Know-how and expertize 
means that personnel are able to operate alongside different machines, as well as 
for different kind of production orders, also for other business units. This includes 
also communication and information so that personnel understand the business op-
erations and logic of customer. Then the requirements of the customer are well 
known making it easier to respond. One element of flexibility in some manufac-
turing sites is the same geographical location with the customer, because it in-
creases possibilities for active formal and informal communication. 
Attitudes of the personnel were also mentioned as an element for flexibility. 
Particularly this was mentioned in the situations when overtime was required to 
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fulfill the production orders and delivery times for the customer. In addition it was 
in some business units emphasized that there exists a cooperative atmosphere and 
group spirit to operate together. 
We also found organization structure and management as potential sources of 
flexibility. It was emphasized that the customers are always served as the custom-
ers of Unimet, not individual business units. This demand was expressed in man-
agerial calls for increasing the cooperation between the business units and the crit-
ics of profit center control. In our case organization business unit managers per-
ceived that they were pretty independent and the group level hierarchy was pretty 
low. There were administration and policies in the group, but in those limits it was 
able to work very independently. The structural facilitators of flexibility in man-




Table 1  MACS structural facilitators of flexibility 
  
 









Fast delivery times to customer 
X    
 
2 
Rapid production line changes at 
factories for customer requirements 
X    
 
3 
Fast pilot production for customers 
X    
 
4 
Fast reactions to inquiries to custom-
ers 
X    
 
5 
Understanding the changes in pro-
duction required by customers 
 X   
 
6 
Understanding the business model 
of customers 
 X   
 
7 
Same business models with custom-
ers 




Diversified set of machines and ro-
bots (to make different kind of prod-
ucts by the same machine) 
  X  
 
9 
Outsourcing of production 
  X  
 
10 
Information from customer to plan 
the production to make production 
schedule 





Personnel’s knowhow for different 
kind of tasks 




Understanding the business as a 
whole 
 X   
 
13 
Personnel’s ability to observe the 
whole organization 
X    
 
14 
Usability of resources inside the 
whole organization 
X    
 
15 
Operating as an independent busi-
ness unit 
   X 
 
16 
Flat organization structure 
   X 
 
17 
Few reporting requirement and in-
structions 
X    
 
18 
Capacity of different resources in or-
ganization 
X    
 
19 
Complete planning of the organiza-
tion 
X    
 
20 
Understanding the production ca-
pacity of the organization 
 X   
 
21 
Observing the strengths of the or-
ganization 




Good relations with other business 
units 
   X 
 
23 
Personnel’s understanding for the 
changing situations 
 X   
 
24 
Personnel’s willingness for switch-
ing working hours by production 
schedule 
   X 
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Our findings, however, illustrate that it is not only structural facilitators that 
define the flexibility but understanding the role of obstacles for flexibility is as 
important. As well as we can say that it is the customer orientation which drives 
the flexibility, we can argue that it is the requirements for financial efficiency 
which hinder flexibility. This can be illustrated in many ways in production, per-
sonnel and organization related categories. 
Extra capacity in production creates flexibility in customer orientation but it 
also adds costs. This is also the case when rescheduling and production line 
changes are required continuously. In short term it is possible to transfer produc-
tion orders to the other business units but this was mentioned to increase costs. 
There are different machines and they have to be set for new and different ways 
for transferred production orders, which typically increase costs.  
There was also evidence that production staff is not always able to do certain 
kind of machining. Production transfers between units may be difficult due to the 
highly specialized production technologies and differing capabilities of the per-
sonnel. Production transfers between units create problems in understanding the 
requirements of the customer correctly. This is especially true when the business 
unit lacks the experience of cooperation with the particular customer served earlier 
by another business unit.  
In addition, we also found challenges in attitudes towards other business units 
in production transfers. It was not clear that production transfers were accepted 
into productions. This was due to additional work and costs of rescheduling the 
works and because all the business units were profit centers trying to maximize 
their own profits. Sometimes personnel in the business units were not willing to 
make extra works, which can also be seen as a feature of inflexibility.   
At the business units the increased group level reporting rules and forms were 
perceived to increase inflexibility. Group level policies mean increasing standard-
ization. This means that in business units they were required to change their own 
local working ways of doing to the group ways of doing, including reporting. Also 
original local working culture (local cultures, based on histories of each business 
units) was moving toward unified Unimet corporate culture, and the standardiza-
tion was essential part of that shift taking place. In the business units also the group 
structure was perceived to increase administrative costs. Next we illustrate the 
structural obstacles of flexibility in management accounting and control systems 




Table 2  MACS structural obstacles of flexibility 
 
 









Continuous customization increases 
costs 




Differences in manufacturing infra-
structure between units 




Unwillingness for switching work-
ing hours 
   X 
 
4 
Inability to perform different kind of 
tasks 
   X 
 
5 
Personnel’s resistance to other busi-
ness units 
   X 
 
6 
Unfamiliarity of the end customer 
 X   
 
7 
Personnel’s resistance to take new 
products in production 










X    
 
10 
Different kind of business unit cul-
tures 
   X 
 
11 
Administrative head quarter costs 
allocated to the business units 
X    
 
12 
Controlling reports required by top 
management 
X    
 
13 
Using the ERP-system 
  X  
 
14 
Formal control reports 




X    
 
16 
Common rules in organization 
X    
 
17 
Complete planning of the organiza-
tion 
X    
 
18 
Business units operates too inde-
pendently 
X    
 
The basic tension around flexibility is between financial requirements and cus-
tomer oriented production. In machine shops, it is understood that increase in hi-
erarchical controls is hindering flexibility in production. Top management, on the 
other hand, fears that adding flexibility in production would lead in the loosing of 
control over factories. At business unit levels flexibility is related working close 
to the customer, contrary to top management who understand flexibility mostly in 
terms of planning and utilizing the whole organization and its’ production re-
sources in integrated way. 
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For top management flexibility means shared rules, because on that way it is 
easier to plan the whole organization as one entity. Contrary to that, in business 
units that have previously been entrepreneurial driven independent firms and 
where heuristic rules of thumb were now replaced by formal corporate rules and 
policies. The organization wide rules such as investment plans and monthly finan-
cial reports have been perceived strongly hindering flexibility at the shop floor. 
We found that there actually existed resistance to receive production orders 
from other business units. This was explained that there is no interest for job orders 
outside from the scheduled production, because then the current production has to 
be stopped, new production started and after that the scheduled production started 
again.  
 
MACS relational analysis: compromising for flexibility 
One of the main finding of our study is that the flexibility seems to be constructed 
in the interfaces between different organizational functions. The functions in this 
analysis are ‘sales and marketing’, ‘production’, ‘financial management’ and ‘per-
sonnel management’. Each of the functions have their specific objectives, that 
sometimes may conflict with the objectives of other functions. Therefore compro-
mising is needed. 
Flexibility is seen here as an outcome of activities in the main functions of or-
ganization. As example in production, the flexibility is related to the personnel 
willingness for switching working times, by customer special requirements, and 
by the available resources of the whole organization. Thus the flexibility in pro-
duction will be not created and constructed solely in production. Instead of that, 
the creation of flexibility emphasizes the compromising interfaces between the 
functions. 
Particularly our study illustrates the tension between production and financial 
aspects of flexibility. Increasing emphasis on the production aspects facilitates and 
increasing emphasis on the financial aspects hinders materialization of flexibility 
and vice versa in practice. We can argue that additional production resources 
would be one necessary element to increase flexibility in delivering special prod-
ucts to customer order. Extra machinery and larger use of intermediate storages 
would be the issues to negotiate and compromise with people in corporate man-
agement and finance. The financial aspect is not, however, about group of people 
in another location but rationality or aspect to think about within each business 
unit. The questions thus have both organizational and individual level in which 
different objectives have to be compromised, sometimes even optimized. 
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We also found tensions to be compromised between production and personnel 
objectives. It is not only production technology and storaging that affect organiza-
tional flexibility, but there are multiple demands for personnel. Personnel are re-
quired to learn and get experience in growing number of production phases, tech-
nologies and tasks. Personnel is also required to work extra hours when needed, 
serve other business units within Unimet, cooperate with different teams and peo-
ple within and outside of the organization. That type of flexibility may require 
compromising between different individuals on work schedules, pay, tasks, train-
ing, free-time etc. Human resource management function, business unit managers 
and foremen have to negotiate on financial incentives and create commitment to 
shared understanding of the importance of flexibility demands. 
 
“We have promised to our main customer that we can deliver the 
components in 2-3 hours delivery time. Our production process is 
such sophisticated, and that is mainly based on all-round personnel 
know-how.” (Business Unit Manager MR) 
 
Flexibility is also created between business units. If the production schedule in 
one business unit is threatened by machine break down, it is essential to find an-
other business unit with required capacity of producing ordered products in time. 
This kind of risk management aspect of flexibility is highly valuable for many 
customers. These special situations, however, require good contacts and coopera-
tion between business unit managers and the knowledge of overall capacity of the 
Unimet organization.  
 
“It is the strength of our production, and also selling point, that we 
can transfer the production to other business units under the ma-
chine breakdowns” (Business Unit Manager TK) 
 
The flexibility for customer demand often requires different kinds of extra re-
sources, complex information flows and time for planning and negotiation. The 
question of pricing and terms of contracting are central in solving the tensions be-
tween financial aspect and customer demands. It is not possible to build flexibility 
for customer demand at any price. And customers usually have optional suppliers. 
It is therefore important to have information on different costs that organizational 




Figure 1  Compromising for flexibility. 
In this analysis, we have illustrated that flexibility is created in cooperating and 
compromising between different organizational functions. In business processes 
each one of the functions have limited flexibility, but after a certain limit extra 
flexibility should be created in the process of compromising objectives and ration-
ales of particular functions towards shared visions and corporate rationales. This 
is illustrated in above Figure 1. 
 
Concluding discussions 
This study was set out to examine what elements in management accounting and 
control systems of a manufacturing company may either facilitate or limit organi-
zational flexibility. Further, we studied how flexibility is enacted in the interfaces 
between the main functions of the firm. Our study adds to the previous studies on 
the interface of organizational flexibility and management accounting by analyz-
ing these questions on the basis on a case study conducted with one supplier of 
metal engineering industry. 
We conceptualized organizational flexibility according to Volberda (1997) and 
Ahmed et al. (1996) as an outcome of different elements that have relevance for 
flexibility and the special control capacity of management. Based on our empirical 
findings we presented two frameworks of organizational flexibility, one of which 
defines different management control systems elements of flexibility and the other 
one the elements of inflexibility. 
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We found main tensions on the one hand between production and financial per-
spectives and on the other and between production and customer perspectives of 
flexibility. In this way our study gives supports to the argument of previous studies 
(Chenhall, 2008; Mouritsen 1999; Abernethy and Lillis, 1995; van Veen-Dirks, 
2006). This study, however, indicate that there are more tensions where manage-
ment control system may have some role to play. We argue that organizational 
flexibility as a strategic capability is not only resulting from appropriate fit be-
tween customer orientation, production capacity and financial efficiency of the or-
ganization but also personnel and human resource aspects have importance.   
The role of people in actively building organization flexibility cannot be exag-
gerated. Corporate management has a key role in as they have power to design 
control system but also because they have the say in many negotiations that are 
necessary in building organizational flexibility in daily actions. In addition to top 
management and control system design questions there is the whole personnel in 
the organization, customers, suppliers and the technology package of the organi-
zation that have to be constantly adapted to the new situations. Therefore we high-
light the importance of the everyday rationale of people in organization when they 
compromise different aspects of the firm into sustainable decisions and actions.   
Management accounting and control systems seem to have an important role in 
balancing tensions and facilitating compromises in seeking flexibility in interfaces 
between financial, customer, production and personnel aspects. It have a role in 
building cooperative corporate cultures, facilitating information flows and com-
munication, developing performance measures, seeking incentives and creating 
common platforms for effective cooperation between both group and business 
units and between business units, but also with suppliers and customers, and more-
over, motivating personnel to see beyond the scope of single business units. 
We call for further studies that could examine the interplay of different func-
tions of the organization as well as the role of management accounting and control 
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Equity premium is defined as the stock market return in excess of the return on a 
risk-free security. It is one of the key inputs in modern finance; required and ex-
pected returns on stocks are defined with respect to the equity premium. As such, 
it has major influence on a number of practical applications. For example, analyz-
ing the sufficiency of pension savings requires some kind of estimate for the rate 
of return one can expect from the equity investments. On the other hand, equity 
premium also affects the companies’ weighted costs of capital and hence influ-
ences their real investments. 
To model the expected equity premium, the most natural starting point is its 
historical development. As a result, there is a lot of interest towards the realized 
equity premium in different equity markets all around the world. Unfortunately, 
until recently, only a few studies (one exception being, e.g., Dimson, Marsh, and 
Staunton 2002) have been conducted outside the biggest stock markets. One reason 
behind the lack of studies has been the fact that sufficiently long and high quality 
time series have been on few and far between for many countries. Finland has been 
one of these countries were past empirical analyses have suffered from the una-
vailability of a stock market index that captures the total return on the Finnish stock 
market. However, Nyberg and Vaihekoski (2009 and 2010) created for the first 
time a monthly stock market index that allows one to measure the total return per-
formance of the Helsinki Stock Exchange from its establishment in October 1912 
to the present day. The other component of the equity premium, the risk-free rate 
of return series, as well as another commonly utilized variable, a monthly measure 
of inflation, were introduced in Nyberg and Vaihekoski (2014a). Using these var-
iables one can conduct long-term historical and cliometric analysis on the Finnish 
stock market. 
Nyberg and Vaihekoski (2014a) analyze the equity premium in Finland. Here 
the results are updated using a slightly updated version of the stock market index 
as well as using a six years longer sample period from 1912 to the end of 2015. 
Similar to Nyberg and Vaihekoski (2014), the equity premium in Finland is com-
pared against the premium in Sweden and in the USA. Sweden is a natural bench-
mark for Finland as the countries have long historical ties and they have both 
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emerged as top performing countries in many contemporary rankings. From a fi-
nancial and an economic point of view they also underwent many similar devel-
opments (e.g., opening of their markets, economic and banking crisis in the early 
1990s, closely related exchange rate policies, just to name a few). However, in 
many ways, Sweden led the development as it was economically clearly more de-
veloped than Finland in the early 1900s, and during the past centuries Finland has 
tried to catch up with its western neighbor. The US market, on the other hand, is a 
natural global reference point for all studies in equity premium. 
 
Historical overview and data 
At the beginning of the sample period in 1912, Finland was a poor agrarian coun-
try, still part of the Russian Empire (independence was claimed later in 1917), 
lagging clearly behind other western countries in its economic development. GDP 
per capita was typically only 60 percent of the western European average (see Tii-
honen, 2012). However, various factors, including a rapid production growth and 
changes in the industrial structure, led to economic convergence and Finland was 
able to catch up with other western countries. Simultaneously Finland evolved 
from a relatively closed economy to an open, export-oriented country. As a result, 
the size and the industries of the publicly listed companies changed considerably 
from the home-market oriented companies to internationally competitive technol-
ogy-oriented companies, with Nokia leading the way. 
As far as the Finnish stock market goes, the beginning was very modest. At the 
end of 1912, there were only slightly more than thirty stock series listed on the 
Exchange. However, the number of listed companies as well as the equity capital 
raised started to increase which slowly by surely helped Finnish companies to 
grow. Nyberg and Vaihekoski (2014b) studied the size of the stock market and its 
role in the economy. They calculated the market capitalization value of listed 
stocks, and compared it to the market value of the GDP. The average MCAP-to-
GDP ratio from 1912 to 2012 was 31.79%. This reflect the fact that, during most 
of the period analyzed, the stock market did not play a major role in the Finnish 
economy. However, towards the end of the period, the situation changed, and at 
times the value of the stock market was over three times the value of gross domes-
tic product. More information about the economic and financial development in 
Finland can be found from Nyberg and Vaihekoski (2014a,b). 
To calculate continuously compounded stock market returns for Finland, we use 
month-end values of the value-weighted total return stock market index for Finland 
first introduced in Nyberg and Vaihekoski (2009 and 2010). The index has been 
subsequently updated in Nyberg and Vaihekoski (2014a) as more information for 
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the period from 1912 to 1969 were collected.1 The updated index is then spliced 
with the corresponding WI (1970-1990) and the official OMXH general total re-
turns (1991-2015) indices. To calculate excess returns, i.e. equity premium, we 
subtract the one month risk-free rate of return. Similarly, to calculate real stock 
market returns, we subtract the one month inflation, both calculated using contin-
uous compounding (for definitions and sources, see Nyberg and Vaihekoski, 
2014a). 
The stock market return for the USA is calculated using the S&P500 price index 
combined with the monthly dividend series for October 1912 to the end of 2015. 
In practice, we utilize series downloaded from Professor Welch’s website. Risk-
free rates are taken from the same source. Inflation is taken from Professor 
Shiller’s website. Monthly stock market return as well as risk-free rate and infla-
tion for Sweden are taken from Professor Waldenström’s website. He provides a 
monthly total return index for the Swedish market from January 1901 to beginning 
of 2015. For the period from 1918 to 1995, the stock market index as well as the 
risk-free rate are based on the Frennberg and Hansson (1992). Values prior to 1918 
are based on Waldenström’s own calculations. After 1995, the index is based on 
the SIXGX total return index (augmented here to the end of 2015). 
 
Empirical results 
As noted in Nyberg and Vaihekoski (2014), financial theory makes some predic-
tions about the equity premium. First, there are theoretical reasons to believe that 
the historical equity risk premium should be high in Finland, that since for a long 
time it had strong constraints on inward and outward foreign equity investment 
(Bekaert and Harvey, 2003). In closed capital markets, local investors have to bear 
all the risks related to the country’s economic activities—they cannot diversify 
their holdings internationally and foreign investors cannot participate in bearing 
some of the risks related to the country’s economy. Due to the high amount of 
undiversifiable risk that local investors have to bear, equity prices will be de-
pressed and expected stock market returns (the equity premium) will be high as it 
includes compensation for the local market risk. Second, given decades of low 
liquidity and informational efficiency, both of which have improved towards the 
end of 20th century, one can expect that investors have required compensation for 
both leading to higher returns ceteris paribus.  
Using monthly time series from 1912 to 2015, the Finnish stock market has 
offered investors a continuously compounded nominal return of 12.37 percent per 
                                                 
1 In fact, the index has been further updated after the 2014 study. The differences are mostly due 
to changes and corrections in the dividend and book equity matrices as well as updates to the price 
matrix.  
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annum. During the same period, the average returns in the USA and in Sweden 
were 9.38 and 9.30 percent, respectively. Thus, when measured over period longer 
than hundred years, the Finnish stock market has provided excellent returns in 
nominal terms when compared to the USA and Sweden. Figure 1 shows the devel-
opment of value of one unit invested. 
 
Figure 1  Cumulative nominal monthly return from stocks in Finland, Sweden, and 
the USA, October 1912 to December 2015. Starting value set to one 
However, nominal returns tell only half of the story as high nominal returns can 
be due to high inflation. To get a more realistic measure of the stock market per-
formance, one needs to calculate real returns. Figure 2 shows how inflation has 













Figure 2  Inflation indices for Finland, Sweden, and the USA 
From Figure 2 we can see that there are several periods when consumer prices 
have increased faster than usual. This happened e.g. during the First and the Sec-
ond World War. In Finland, there were even periods when prices more than tripled 
in a year during the civil war that ensued after Finland’s declaration of independ-
ence from Russia in December 1917. The average continuously compounded in-
flation in Finland during the whole sample period was 7.27 percent per annum 
whereas the average inflation in the USA was only 3.02 percent and in Sweden 
3.56 percent. Thus, taking inflation into account, the real stock market return in 
Finland was, on average, only 5.16 percent per annum which is clearly lower than 
in the USA (6.28 percent) but almost on par with Sweden (5.58 percent). As a 
result, if one compares the stock market return in real terms, the US market excels 
in comparison to Finland and Sweden. If we exclude the somewhat extraordinaire 
inflationary period of 1910s and measure the real returns from the beginning of 
1920, the results show that real returns on average are higher, 6.35 %, 7.00 %, and 
7.11 % for Finland, Sweden, and the USA, respectively. However, again Finland 
has provided the lowest returns.  
To calculate the equity premium, we calculate the difference in monthly contin-
uously compounded equity and money market (risk-free asset) returns. The aver-
age historical Finnish equity premium has been fairly high, 6.31 percent per an-
num. It is clearly higher than the equity premium estimate of 4.22 percent for Swe-
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There can be several reasons behind the cross-country variations in the risk pre-
mium. Obviously, high equity premium could be due to high risk. However, the 
volatility of the Finnish stock market actually highest of the three countries ana-
lyzed, 20.28 percent per annum during the sample period. On the other hand, vol-
atility has not been that much higher than in the US (17.90 percent) or in Sweden 
(16.58 percent). Analyzing rolling volatilities in detail, we can see that the Great 
Depression in the 1930s created much higher volatility in the US stock market than 
in the Finnish or Swedish stock markets. On the other hand, the end of WWII did 
not trigger the same kind of increase in volatility in the USA or in Sweden as it did 
in Finland. Some similarities can also be found; for example, the oil crisis in the 
1970s seems to have had an impact on all markets.  
An explanation for the relatively high equity premium in Finland could be the 
extremely positive performance of Nokia Corporation at the end of the 20th cen-
tury. Nyberg and Vaihekoski (2014) analyzed this situation by studying an alter-
native stock market index which limits the weight on Nokia. The results showed 
that the high equity premium cannot be contributed to Nokia alone. High equity 
premium in Finland is most likely driven partly by the artificially low interest rates 
(risk free rate of return) during the sample period. Low interest rates were the result 
of government’s control over interest rates and nonexistence of true money market 
in Finland until 1987 both of which contributed to investors’ low returns on short-
term (risk-free) investments. However, this was also the case at least to some de-
gree in Sweden. 
 
Conclusions 
Overall, the results show that the Finnish stock market has performed very well 
during the sample period giving support for the predictions made by the finance 
theory. The nominal returns has been on average much higher than in the USA and 
Sweden but when the inflation is taken into account, the real returns have been, on 
average, lower in Finland than in the other two countries.  
The equity premium has been, on average, 6.31 percent per annum in Finland.  
In Sweden, the equity premium was estimated to be 4.22 percent and in the USA 
5.87 percent. Thus, the Finnish equity premium has been higher that of the USA 
and Sweden. The most likely reason for the high estimate of the realized equity 
premium in Finland is the lack of true market based money market rates for most 
of the sample period. The average premium for Finland comes surprisingly close 
to the commonly used industry recommendation of using five to six percent as the 
equity premium in financial models for Finland. Naturally, long-term historical 
average is just a starting point to estimate the expected risk premium in the future.  
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Was it in the wind? Was it in the stars? Or written in some cards? 
Anyway, too late. This is, my friend, our fate 
Of all roads we took the one mounting - to The Land of Accounting 
So today, as you see, I have a few words, about that journey, to Thee. 
 
Let me first point to, nothing less, than to what we knew as "reality" 
And to what happened with our original ontology 
That our dearest certitudes suddenly shaken, weakened, ridiculed! 
Replaced by crooked constructions, on slippery slopes 
That it all depends on perspectives 
That common sense, ordinary observations, have theoretical additives 
That it is our quest to question, and to question the question 
In every "reality", I guess we learned, always some fragility 
Which sometimes may cause us inevitable insecurity. 
 
En route to our designated destiny 
We also discovered, rapidly, a dimension of the mind - typical to men of our kind 
To think beyond the mundane, single or particular 
And move towards the more fundamental, solid, general 
To mobilize a formidable force, the part of the brain, the intellect, that we should 
nurture and respect 
Residing in a section called "Power of Abstraction" 
takes place the unchained theorizing action - free from empirical distraction 
Answering the call, simple but not small: "Hey, what do you want to say?" 
 
But don’t get me wrong in this part of the academic song, 
which we have been humming all along 
For mounting to The Land of Accounting demands a certain stamina 
a readiness to face and listen, in earnest, to what is called “phenomena” 
On this road, no glory if you stick to the a priori 
For us, no yield if you don’t humbly walk the field 
Catching themes where everything is not what it seems 
Looking for the silent but emergent, the true cue revealing the new 
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No piece of evidence, insight or theoretical plight 
would have been of value, had we not got it quite right 
- in avoiding the fight with those who have the might 
To reach our destination, we did better in writing the polite cover-letter 
Admitted flaws of argument, created the right sentiment 
Viewed the review as an art of the patient, hard-working few 
By diligence we climbed the fence - and then drank the golden brew… 
 
Maybe, my friend, all these years of mounting towards accounting 
have taught us a thing that truly counts, a thing to treasure 
Beware of how you measure! 
That numbers have many powers 
Some kill all the flowers 
But at best they let us rest, serve as servants should. 
So, the two of us cry next: It all depends on the context! 
 
In The Land of Accounting we now stand, Markus. 
Have found the locus, the right modus. 
Wandering - perhaps - where to focus? 
But what is certain in this tale of fate 
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The purpose of the paper is to study the dynamics and transformative potential 
associated with external accounts, focusing especially on the effects they generate 
while in circulation. Theoretically, the paper draws on Callon and Rabeharisoa’s 
(2003; 2008) work on emerging concerned groups. Empirically, the paper investi-
gates the role of external accounts during animal rights activists’ campaign against 
industrial meat and dairy production in Finland. The authors find that the external 
accounts participated both in the formation of the involved actors’ identities and 
the emergence of small-scale societal effects. Production animals have acquired an 
ontological status of semi-sentience while the respective identities of the activists 
and the representatives of the establishment have emerged as polar opposites.  
   




Social and environmental accounting research has displayed a persistent interest 
in forms of accounting that could support a transition towards a more democratic 
and sustainable world (e.g. Bebbington, Brown & Frame, 2007; Bebbington and 
Larrinaga, 2014; Brown, 2009; Gray, 2002; Gray, Dillard & Spence, 2009; Owen, 
2008). As corporate social and environmental accounts have often been noted to 
be self-serving and biased (Boiral, 2013; Milne, Tregidga & Walton, 2009), coun-
ter accounts produced by external parties have been suggested as an alternative to 
enhance information flow to various constituencies and thereby facilitate steps to-
wards a more sustainable society (Dey, 2007; Dey, Russell & Thomson, 2011; 
Gallhofer et al., 2006; Sikka, 2006; Spence, 2009; Gray, Brennan & Malpas, 
2014).  
Despite the emerging interest and recent contributions (e.g. Apostol, 2015; Dey 
et al., 2011; Gray et al., 2014; Thomson, Russell and Dey, 2015), our knowledge 
of the significance of external accounts remains inadequate. It is evident that there 
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is still a paucity of studies which would focus on external accounts in action, ana-
lysing their use and subsequent effects in social settings (Rodrigue, Cho and Laine, 
2015; Spence, 2009; Thomson et al., 2015). In particular, Thomson and colleagues 
(2015) call for further work which would examine external accounts’ effects in 
terms of engendering the sought after transformation. 
We contribute to this discussion with a longitudinal case study, which explores 
the role of external accounts during an episode taking place in Finland, where some 
animal rights activist groups have actively campaigned against industrial meat and 
dairy production. A key role in this campaign has been played by videos from pig 
farms, filmed in secret by animal activists who have taken advantage of unlocked 
doors at these low security facilities. The film clips, which we conceptualize as 
visual external accounts, have received wide publicity, appearing for instance in 
front-page headlines throughout the national press, in addition to which they have 
been discussed in the parliament and on other political levels. It nevertheless re-
mains unclear what kind of effects these external accounts eventually had on the 
societal perception of production animals and the institutionalized practice of meat 
production and consumption.  
Accordingly, the broad purpose of this paper is to study the dynamics and trans-
formative potential associated with external accounts. More specifically, we are 
interested in seeking answers to the following question: what kind of effects do 
external accounts generate while in circulation? Our main empirical dataset con-
sists of 21 interviews, which we have conducted with the activists, politicians, re-
searchers as well as representatives from the meat industry, retail stores, interest 
organizations and lobby groups. Moreover, to supplement our analysis we also 
make use of other data, including corporate annual and CSR reports, advertise-
ments, media stories, brochures and promotional material, as well as other pub-
lished material. 
Our analysis draws on Michel Callon’s and colleagues’ work on emerging con-
cerned groups (Callon, 2007; Callon & Rabeharisoa, 2008; Callon, Lascoumes & 
Barthe, 2009) to discuss especially the identity-related and political effects gener-
ated by the production and dissemination of the external accounts.  
With this paper we hope to make a twofold contribution to extant literature. 
First, from a theoretical perspective, our case study illustrates (Keating, 1995) how 
Callon and Rabeharisoa’s (2003; 2008) work on emerging concerned groups can 
be employed to increase theoretical understanding regarding the political and other 
effects of external accounts. Second, from an empirical perspective, our study con-
tributes to the growing stream of work on external accounts. We provide a direct 
response to the call of Thomson and colleagues (2015), who emphasise the need 
for further research on the use of external accounts in contested settings to better 
understand the efficacy of such accounts.  
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The paper flows as follows. The second section briefly reviews prior work on 
external accounts before proceeding to present the concept of emergent concerned 
groups as well as related notions, which will serve as the conceptual framework 
for our analysis. The third section introduces our case study setting in more detail 
as well as describes the data and methods used in this paper. In the fourth section, 
we present and analyse our findings in light of the theoretical framework. The pa-
per ends with a concluding discussion and implications for further research. 
 
Investigating the effects of external accounts 
Prior literature   
Currently, corporate voluntary social responsibility reporting is a widely spread 
phenomenon across the world (Bebbington, Unerman & O’Dwyer, 2014). Alt-
hough corporations in their reporting keep highlighting their benevolence and en-
gagement with social responsibility and sustainability, prior research has con-
stantly noted how these voluntary disclosures tend to provide a one-sided descrip-
tion (see Rodrigue, 2014), in which any negative aspects are either mitigated or 
omitted in full (e.g. Boiral, 2013; Milne & Gray, 2013). Accordingly, it has been 
suggested that instead of firms’ voluntary disclosures, it would perhaps be worth 
utilizing other, alternative accounts of organizational activities. Such external ac-
counts (also known as counter accounts or silent/shadow accounts) are usually cre-
ated by some group outside the organization in question. The key benefit of exter-
nal accounts relates to the possibility to problematize or challenge an organization 
or an activity, which the group preparing the account considers to have negative 
or otherwise undesirable social or environmental consequences. One would typi-
cally expect an external account to provide information that is either novel or al-
ternatively counters some information produced by the organization under scrutiny 
(see Apostol, 2015; Cooper et al., 2005; Dey et al., 2011; Harte and Owen, 1987; 
Thomson et al., 2015).  
It has been argued that by providing alternative representations and supplemen-
tary information, external accounts are able to problematise and “make ‘thinkable’ 
and ‘governable’ such issues that are currently regarded as ‘unthinkable’ and ‘un-
governable’ by those in power” (Dey et al., 2011, p. 66).  Moreover, such ´counter 
accountings` could reflect, facilitate and encourage the voices of diverse interests, 
as they can be produced with relative autonomy from society’s established institu-
tions and power structures (Gallhofer, Haslam and Yonekura, 2015). However, 
although prior research includes discussions of how external accounts have been 
used in different situations, we still know relatively little of their effectiveness in 
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influencing longer term change and aspired transformations. One example of a set-
ting in which counter accounting has been used to influence more powerful social 
actors, is discussed by O’Sullivan and O´Dwyer (2009), who provide insights on 
the nature of counter accounting related to the launch and initiation of a financial 
sector social and environmental responsibility initiative, the Equator Principles. 
O’Sullivan and O’Dwyer (2009) point out how during the process non-govern-
mental organizations (NGOs) sought to influence the financial institutions with 
different methods of involvement, including various external accounts. They con-
clude that NGOs were influential in the initiation of the Equator Principles and that 
counter accounting had a role in this accomplishment. 
Brennan and Merkl-Davies (2014) provide a rhetorical analysis of the press re-
leases issued by Greenpeace and several international sportswear firms in a public 
controversy over the use of hazardous chemicals in the supply chain. Their paper 
highlights how Greenpeace’s campaign seemed to be a success in the short term, 
albeit the authors do note that the longer-term effects remain unclear. 
External accounts do not however need to emerge from NGOs. Apostol (2015), 
for instance, presents a case study on a contested plan to open a gold mine in west-
ern Romania. The project was faced with unprecedented opposition by the civil 
society, which in this setting included several distinct parties. Apostol (2015) ar-
gues that external accounts were successful in challenging the mining project but 
did not seem to change the mining corporation’s approach to giving information 
on the project nor was it clear whether they managed to influence the ultimate 
outcome of the project. 
Finally, Thomson and colleagues (2015) present a longitudinal case study on 
the external accounts and other activist practices used by Action on Smoking and 
Health UK (ASH) in a struggle over tobacco governance during 1999-2010. As a 
conclusion, Thomson and colleagues (2015, p. 805) argue that their study high-
lights “how external accounts can contribute to the problematisation of governance 
and development of social and environmental change agendas”. The authors fur-
ther point out that the theoretical and empirical insights provided in their paper 
could provide a fruitful basis for future research on the use and efficacy of external 
accounts.  
Animals and activists as an emerging concerned groups 
To analyse the effects associated with animal activists’ production of external ac-
counts, we draw on prior work in science and technology studies (STS) that exam-
ines the interrelations between science, markets and politics. More specifically, we 
are inspired by the studies of Callon (2007), Callon et al. (2009) as well as Callon 
and Rabeharisoa (2003, 2008), who have investigated how groups concerned about 
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techno-scientific developments emerge and attempt to construct collective and in-
dividual identities by engaging in both scientific and political activities. The core 
ideas of these studies can be elaborated with reference to four concepts: matters of 
concern, concerned groups, framing/overflowing, and identity. 
Emerging concerned groups can be defined as those that, “alerted by unex-
plained phenomena which concern and affect them, decide to make problematic 
events visible and undertake a primitive accumulation of knowledge” (Callon et 
al., 2009, p. 83). The members of concerned groups have not necessarily had any 
prior contact to each other; they have only been brought together by ‘matters of 
concern’ arising from the development and applications of techno-science. This 
inverted order of group formation is what distinguishes the idea of emerging con-
cerned groups from the more conventional term ‘social movements’. Much of so-
ciological literature tends to perceive the members of social movements as having 
essential characteristics such as pre-existing interests and values that lead them 
together, whereas the interests and values of concerned groups are formed only 
during their interaction (Callon & Rabeharisoa, 2008).  
Matters of concern can be defined in relation to their opposite, ‘matters of fact’. 
The latter are taken-for-granted entities, such as diesel engines or penicillin, which 
have in their time emerged as techno-scientific innovations but the existence and 
characteristics of which are no longer questioned. In contrast, matters of concern 
are complex, contested and uncertain issues with few unilaterally agreed proper-
ties. Subterranean nuclear waste disposal is a classic example of a matter of con-
cern that links together heterogeneous actors who have little in common besides 
their worry over the effects of radiation (Callon et al., 2009). In the context of the 
present paper, animal rights activists can be conceptualized as an emerging con-
cerned group coalescing around industrial animal production. Although animal 
production as such is not a novel form of business, there is considerable uncertainty 
regarding animals’ cognitive abilities and the moral implications of such abilities 
in terms of producing and consuming animal-derived products (see Francione, 
2010; Regan, 1983). 
The word “emerging” as a qualifier of concerned groups underscores the basic 
anti-essentialist principle of science and technology studies that nothing is ever 
permanently stabilized. Actors’ identities, understood as their expectations, inter-
ests and responsibilities (Callon, 1998), are not fixed but dynamic characteristics 
that are configured and re-configured during interactions involving a variety of 
actors. These actors can be both human beings and non-human actors, such as di-
verse accounting devices (Skaerbaek, 2009; Skaerbaek & Tryggestad, 2010; Vin-
nari & Skaerbaek, 2014). Sometimes concerned groups are able to construct and 
at least momentarily stabilize the identities of the actor groups involved in the in-
teractions. In an extreme case, such identity configuration involves changing the 
ontological status of the individuals whose cause is being promoted. Callon & 
240 
Rabeharisoa (2008) illustrate this phenomenon in the case of French muscular dys-
trophy patients, whose representative association succeeded in reconfiguring the 
patients’ collective identity from “freaks of nature” to “human beings in their own 
right” (p. 231). In the case at hand, we see the animal rights activists exerting con-
siderable effort in order to shift the ontological status of farm animals from pro-
duction equipment to living beings with intrinsic value, and we also argue that 
external accounts played a role in this process.  
Concerned groups can be characterized as orphan or affected depending on 
whether their emergence is generated by the framing or the overflowing of scien-
tific and market interactions. According to Callon (1998), the framing of particular 
interactions requires physical technologies, calculative devices or inscriptions that 
simultaneously act as links to the outside world. Framing results in “the provisional 
stabilization of technologies, rules of the game, conventions, laws, training, com-
petencies and skills” (Callon, 2007, p. 141). One side effect of framing is socio-
technical lock-in, in other words “the privilege progressively granted to certain 
scientific and technical options” (Callon & Rabeharisoa, 2008, p. 246). The fram-
ing of interactions requires considerable investments, which makes it more diffi-
cult to question the status quo and creates a firm boundary between those who are 
included in the interactions and those who are excluded. Callon (2007) uses the 
term ‘orphan groups’ to denote those who are excluded from technological and 
economic development because of established framings. Orphan groups’ needs 
and expectations cannot be taken into account because the knowledge for doing so 
does not exist. The groups therefore initiate inquiries that help them “explore new 
options, to define more clearly the problems facing them, and to seek possible so-
lutions” (ibid., p. 246).  
Because framing devices provide openings to the outside world, framing is al-
ways incomplete and susceptible to overflowing. With the latter term Callon 
(1998) refers to economic externalities and other, less quantifiable effects of 
framed interactions, such as diverse ethical issues. Overflows that generate con-
ventional externalities usually result from the circulation of various goods, such as 
genetically modified organisms, pollutants, or viruses. The term affected groups is 
employed to denote those groups whose lives are affected by the overflowing, ei-
ther in a positive or a negative sense.  
In the context of the present paper, production animals can be perceived as both 
orphan and affected groups. On the one hand, the framing of meat production and 
consumption in Western countries has arguably resulted in a socio-technical lock-
in with large-scale industrial production and mass consumption being the norm. 
Animals can be conceptualized as an orphan group since as individuals they are 
not included in the framing and their interests are thus not taken into account. On 
the other hand, meat production and consumption can be seen to generate over-
flows that become manifest as environmental and ethical dilemmas related to the 
241 
justification of meat eating. From this perspective, animals form an affected group 
as they suffer directly from the institutionalized practice of meat eating. However, 
since animals cannot directly voice their thoughts, human beings act as their 
spokespersons. Therefore the more generic term concerned group is used here to 
designate the activists who attempt to speak on the animals’ behalf1.   
As mentioned above, the mechanism through which the identities of concerned 
groups and other participating actors are defined and provisionally stabilized in-
volves both research and political activities. First, the matter of concern needs to 
be made visible and information gathered to complement the findings of profes-
sional scientists. At this stage, the work of concerned groups can be characterized 
as research “in the wild” (Callon & Rabeharisoa, 2003) as it does not differ mark-
edly from research conducted within institutes and laboratories: “On both sides we 
find experiments, instruments, and procedures of visualization, formalization, 
evaluation, accumulation, and writing” (ibid., pp. 197-198). During this 
knowledge construction process, all actors are endowed with properties and inter-
ests that constitute their identities. However, the stabilization and recognition of 
these identities requires that concerned groups simultaneously become involved in 
political decision-making through lobbying, consultation or public debate. 
Knowledge production and political activities must proceed side by side since 
without political recognition of their emerging identities, concerned groups either 
remain in a state of emergence or simply disappear (Callon & Rabeharisoa, 2008). 
In the case at hand, animal rights activists’ efforts can be seen as research “in the 
wild” not only because they explicitly refer to their activities as “a research study 
of animal production” but also because the visual and verbal empirical material 
from the animal farms is presented in a formalized fashion as well as analysed on 
the NGO website serving as a data repository. The extent of their political involve-
ment is more limited as will become evident further below. First, however, an elab-
oration of our research material and method is in order. 
  
                                                 
1 This differs somewhat from Callon & Rabeharisoa (2008) who considered both the muscular 
dystrophy patients and their families to form a concerned group.  
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Data and setting 
Our empirical investigation takes place in Finland, where animal rights activists2 
started in 2007 an active and broadly noticed campaign against industrial meat 
production and consumption. As many animal farms in Finland have been rela-
tively easily accessible, the activists have secretly entered the farms at night to 
produce filmed material from the premises and the conditions in which animals 
have been kept. The idea of the campaign is coined in one of the slogans used: 
“Cruel truth: a research study of Finnish animal production”. The videos have been 
released regularly since 2007, and to date the activists have produced material from 
over a hundred piggeries.3 The clips have been made readily available through 
websites4 hosted by an animal rights NGO, in addition to which they have also 
been shown on national television. Upon their release in 2007 the films received 
broad press coverage and attention in public discussions. This may partly be re-
lated to the fact that animal rights NGOs in Finland had in previous years mainly 
operated in rather conventional ways, such as by distributing leaflets and organiz-
ing small scale events. The videos, which we conceptualize as visual external ac-
counts, were hence a new tool through which the activists sought to further their 
cause.   
In this qualitative case study we make use of several different datasets. Our pri-
mary dataset consists of 21 interviews, which we have conducted with actors from 
various sectors of society, including animal activists, other NGO actors, academics 
as well as representatives from government, the meat industry, the retail sector and 
lobby groups. The interviews, which lasted on average for about an hour, took 
place between December 2013 and June 2014. A generic interview guide was de-
veloped in advance, although the content and emphasis of the interviews was ad-
justed for each interviewee as their backgrounds and roles in the case were sub-
                                                 
2 Animal rights activism can be seen to have developed from the more traditional movement fo-
cusing on animal welfare, the key difference between the two being that whereas animal rights 
activists seek to get rid of all use of non-human animals for food, clothing and other purposes, the 
welfarists are content with aiming at enhancing the conditions where individual animals are kept 
(see Francione, 2010; Regan, 1983; Singer, 1975). In Finland, activists disappointed with the bu-
reaucracy and perceived inefficiency of traditional animal welfare organizations began to coalesce 
around the issue of animal rights in the early 1990s, and in 1995 they formed a non-hierarchical 
organization called Oikeutta Eläimille  at least partially inspired by the US-based organization 
PETA, or People for the Ethical Treatment of Animals (Konttinen & Peltokoski, 2004). 
3 The campaign also includes material from dairy and chicken farms. In this paper our focus is 
however on the piggeries, as they are the major element of the campaign. In Finland, ham is a 
traditional Christmas dish and arguably the activists took this fact into account in their publication 
strategy. The first batch of videos was released at the beginning of the holiday season in 2007.   
4 www.tehotuotanto.net; www.sikatehtaat.fi; www.elaintehtaat.fi 
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stantially different. Each interview was recorded and subsequently transcribed ver-
batim. For the analysis, both authors studied the transcripts independently and 
formed their own personal understanding before a joint interpretation was reached 
via an iterative process of discussion and reinterpretation. 
Several supplementary datasets are also used for this paper. These include the 
secretly filmed video clips from the pig farms over the period 2007-2013, available 
on websites hosted by an animal rights NGO. Some of these clips have also been 
shown on national television. We have also collected annual and CSR reports pub-
lished by the companies in the meat industry; newspaper and magazine articles; 
court records; as well as promotional material and brochures published by various 
actors. All this material has been valuable for us as it has helped us build a more 
coherent understanding of the events and thereby to place the interviewees’ state-
ments and views within a broader context.5 
 
Analysis 
Initiation of conflict 
The conflict can be seen to have initiated in late November 2007, when some ma-
terial filmed by the animal rights activists was first aired on the prime time news 
programme A-Studio, followed by the opening of a dedicated campaign website 
hosting videos from 60 pig farms from different parts of Finland.  
In the words of Callon et al. (2009), the activists can be said to have engaged in 
primitive data collection, visualization and analysis in order to highlight the over-
flows engendered by industrial animal production, in particular its impacts on the 
animals. Several of our interviewees explicitly described the external accounts as 
an alternative or a counterforce to the information produced by meat industry:  
 
“Before these images [the films] there was nothing visual, no other 
message except for the animal rights activists’ calls from the side 
lines. (…) And then there was the [meat industry’s] advertising im-
age which had been constructed for years and which is completely 
out of space. It was a huge achievement that we managed to shed 
light on what an animal’s everyday life looks like. And just because 
it is so extremely different from the advertisements, the power of the 
                                                 
5 Elsewhere (see Vinnari & Laine, 2017), we utilize the work of Chouliaraki (2006) and Boltanski 
(1999) to provide a discursive analysis of the secretly filmed video material and an episode of a 
major Finnish television show discussing the videos. The analysis of the videos is hence beyond 
the scope of this paper. 
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[filmed] image has increased hugely. I believe that it has changed 
the way in which we talk about animals. (Activist, cameraperson B) 
 
By disseminating the results of their study the activists sought to confront and 
subsequently transform the dominant regime so that a reframing (Callon, 1998) 
would take place and farm animals would be recognized as having intrinsic as op-
posed to instrumental value. The interviewed activists who had participated in 
filming the piggeries had similar views about the partisan nature of their external 
accounts, the ultimate aim of the activity being a change in both the animals’ on-
tological status and the existing governance regime:  
 
”[O]f course I want a world where animals are taken into consider-
ation as individuals with their own interests, and their interests 
rarely meet ours. Of course I want that the present kind of animal 
industry is abolished completely.” (Activist, cameraperson A) 
 
This statement contains clear references to the philosophical views according to 
which animal production is morally questionable as animals are sentient individu-
als with a right to their own lives (see Francione, 2010; Regan, 1983). There is 
little question that the activists’ aim in producing the films and initiating a conflict 
in society was to effect a radical reduction and, ultimately, abolishment of animal 
production.  
In the days following their release, the videos and their subject matter featured 
on several prime time television news broadcasts and on the front pages of major 
national newspapers and tabloids. This can be said to constitute an intermediate 
political milestone for the activists as they succeeded in making animals and ani-
mal farming a topic of public debate for several days. Furthermore, through their 
research “in the wild” (Callon & Rabeharisoa, 2003) the activists had managed to 
increase public knowledge of the conditions in which animal production takes 
place.  
The institutional response to the activists’ claims was denial. Immediately after 
the release of the videos, the industry regulators ordered inspections to some of the 
pig farms in question although their investigation swiftly resulted in a statement 
pointing out that virtually all problems were just minor and required no immediate 
action (leading national newspaper Helsingin Sanomat, 11.12.2007). Stronger 
views were presented by for instance the farmers’ interest group: 
 
“A veterinarian [identity withheld] representing the farmers’ inter-
est group MTK thinks that the animal right activists’ claims are ex-
aggerated. According to her, the EU inspections prove that produc-
tion animals in Finland are well treated in most cases. Moreover, 
she emphasises that ´we need to remember what kind of an organi-
zation we are dealing with. They try to stop animal production and 
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are surely purpose-oriented here`.” (Newspaper Helsingin Sanomat, 
30.11.2007.) 
 
The Ministry of Agriculture and Forestry promised to look into the matter and 
make improvements where necessary, although the Minister was also highly criti-
cal in regard to the methods employed by the activists and to them first withholding 
the information for several months and taking the matter into publicity: 
 
“If one notices abuse of animals, one should inform [the authorities], 
instead of producing some secretly filmed pictures.” (Minister of Ag-
riculture and Forestry quoted in newspaper Helsingin Sanomat 
2.12.2007.)  
 
There was not much follow-up on the theme and the matter largely disappeared 
from the public arena until November 2009, when the activists came out with an-
other set of videos from 30 pig farms. With the new external accounts the activists 
highlighted that despite some promises made after the initial release of the mate-
rial, no changes had taken place in regard to the living conditions of the animals in 
the pig farms. In the spirit of Callon & Rabeharisoa (2003), this second set of films 
represents a follow-up study that verified the unceasing overflows of meat produc-
tion becoming manifest as animal suffering. The films received broad media cov-
erage yet again as the external accounts featured in major newspapers and were 
also discussed on prominent TV shows. Throughout this process, the dominant 
governing regime actors denied the activists’ claims and did not yield their position 
in discussions of animal abilities.  
 
“Minister of Agriculture and Forestry says that ´within two days we 
will come to know what the reality on the farms is. If there are defi-
ciencies, I won’t accept them at all.` (…) The Minister also highlights 
that the Finnish legislation is currently in order (…) and that prob-
lems have only been found in a fraction of all pig farms.” (Interview 
of Minister of Agriculture and Forestry reported by National Broad-
casting Company Yle 11.12.2009.) 
 
It seems that from the beginning the activists were aware that their material 
would likely be played down and its authenticity would be questioned. One reason 
for this is in all likelihood that in previous years, photos from farms located abroad 
had been disseminated by animal rights activists without an explicit mention of 
their origin. Regardless of whether such an omission was purposeful or not, it 
sowed seeds of distrust towards material produced by the activists. As put by a 
journalist after the publication of the first films:  
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“(…) from the perspective of the media [the animal rights organiza-
tion] Oikeutta Eläimille has not been a very trustworthy organiza-
tion.” (Newspaper Helsingin Sanomat 2.12.2007) 
 
Against this background, it is no wonder that the websites containing the films 
from Finnish farms include several references to the material being complete and 
providing a truthful presentation. The external accounts are coupled with the slo-
gan “cruel truth”, and their origin and filming are described as follows: 
 
“Our research was initiated by the need to expose the cruel secret in 
the middle of which we all live. (… ) We stepped inside these build-
ings because we wanted to reveal the truth of the everyday life of 
animal production in Finland.”6 
 
Similar rhetoric was also used by the representatives of the animal rights NGO 
when interviewed about the filming:  
 
”The videos provide a comprehensive and representative picture of 
intensive farming in Finland.” (Spokesperson of Oikeutta Eläimille 
quoted in newspaper Helsingin Sanomat, 30.11.2007)  
 
Despite these assurances, the external accounts have indeed been constantly 
questioned, and similarly has the justification of the initiated conflict over meat 
production been denied. The authenticity of the films and the selection of the ani-
mals portrayed as suffering have featured prominently in such arguments, as 
evinced by our research material:  
 
 “It’s the same thing as if you [the interviewee] were lying in your 
bed, I can’t tell if you’ve been there for a week or if you’ve just gone 
there, have you been neglected or what. So this is how the filmed 
material can be used for manipulation, and I think they [the activists] 
did it in a very efficient way.“ (Representative 1, Ministry of Agri-
culture and Forestry) 
 
Moreover, there has been a continuous attempt to downplay the accusations also 
through delegitimizing the claimants, trying to associate them with features such 
as irresponsibility and incompetence. 
 
“Well, I primarily think of [the videos] from the perspective of ani-
mal diseases, and I find it very sad that this argument is dismissed 
as irrelevant. (- - -). So my first thought, and our [company’s] as 
well, is that [the secret filmings] were irresponsible acts, since you 
                                                 
6 http://www.oikeuttaelaimille.net/ttnet/.  
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could thereby cause significant economic losses and also damage the 
welfare [of the animals].” (Corporate representative, meat industry)  
 
”(…)So they [the activists] don’t have the competence to interpret 
these images but they have still interpreted them in public with the 
consequence that a farm owner lost his mental balance.” (Repre-
sentative 2, Ministry of Agriculture and Forestry). 
 
As mentioned above, the external accounts were originally released anony-
mously, but in the aftermath of the release of the second set of films in 2009 two 
activists who had taken part in the filming came to publicity, and were subse-
quently taken to court. The ruling of both the Lower Court in 2011 and the Court 
of Appeal in 2013 was similar: the material presented in the external accounts was 
considered authentic and their release was lawful. Still, the interviewees continue 
to hold serious doubts over the videos, evaluating them in more or less explicit 
scientific terms: 
 
 “As a researcher I would have wanted to see images in which they 
[the activists] would have come in the [piggery] door and then con-
stantly zoomed through all the pens. That would have given an im-
pression – and that’s how welfare for instance is measured, that you 
go through them [the pens]. Although in that case you do construct 
a sample, but that sample is constructed before you even go in the 
piggery, so you choose for example every third pen.” (Academic, an-
imal welfare) 
 
“Considering that you [interviewers] are researchers, we could [sci-
entifically] evaluate that material [the films]. So they would need to 
give sample statistics, like, how many doors did you try? How many 
of them were locked and how many hours of filmed material do you 
have and how many minutes of that were the most outrageous ones 
that were publicized? In other words, the background information 
also [should be given]. If they told us all that, then we could actually 
evaluate with some degree of reliability whether or not it was a good 
sample. But now it’s not objective. It’s subjective.” (Corporate rep-
resentative, meat industry) 
 
The quotes above illustrate how other actors were also able to perceive the films 
as research material but hoped to forge the identity of the researchers “in the wild” 
as being biased and sloppy in their work.  
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Present situation  
Presently, it appears the conflict has eventually subsided. The activists have con-
tinued to add some new videos to their website, although the scale of the filmings 
is very small compared to the initial stages. Moreover, a realization has emerged 
that the drastic ontological change associated with perceiving farm animals as sen-
tient beings instead of production equipment would require more efforts than just 
the release of the videos: 
 
”Probably these videos have made many consumers and citizens 
think about whether everything is fully in order [in animal farming], 
but giving up one’s own lifestyle and meat consumption is a much 
bigger thing, meaning that you don’t change your consumption hab-
its based on [such videos] only. (Academic, economics) 
 
Hence, instead of animal rights, most of the changes can be argued to have fo-
cused on animal welfare. Our interviewees suggest that the release of the videos 
has led to individual producers’ contracts with food companies being terminated 
as well as prompted the pig industry to develop and test welfare indicators.  
 
”The industry is very much of the opinion that [the filmings] have 
been beneficial, especially for the pigs but also for the business. Of 
course they [the meat firms] don’t say thank you, but they have 
openly admitted that a lot has happened because of the films.” (Ac-
ademic, animal welfare) 
 
From an animal rights position the developments within the industry can be ar-
gued to be merely incremental in the sense that the fundamental operating logic of 
the meat industry is by no means under question. Similarly, in the realm of politics, 
regulators have received more resources to inspect farms, while politicians have 
demanded welfare improvements such as the abolishment of sow cages and other 
infrastructural changes. Identity-wise, animals seem to have emerged from the pro-
cess with an identity of semi-sentience whereby some of their abilities and needs 
are acknowledged, but not to an extent that would have initiated a radical reframing 
of meat consumption and production. 
As concerns the identities of the human parties to the conflict, the animal activ-
ists’ and meat companies’ interests and expectations have, at least for the time 
being, become stabilized as polar opposites: 
 
”They [meat companies] cannot, well, discuss with us, because we 
question almost everything that there is (…) I feel that their activities 
are defined by money, or the manufacturing of the animal product 
and the business, whereas our activity is defined by the questioning 
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of that very logic, which implies that it is difficult [to discuss].” (Ac-
tivist, Cameraperson B). 
 
”Their goal, I think it is so far-off from our normal society […] In 
my view there is no point to engage in a discussion with that section 
[activists] as long as their ultimate goal is to stop meat eating.” 
(Representative 2, farmer interest group) 
 
”As long as their goal is to stop meat eating, any discussion with 
them is not going to help. Their aim is so far-out from where we live. 
[…] And their means for achieving the goal is torturing animals.” 
(Representative 2, Ministry of Agriculture & Forestry) 
 
The situation thus seems to have become stagnated. Informed by Callon and 
Rabeharisoa (2008), we could argue that although the animal activists pursued 
their research activities systematically and indefatigably, they were less successful 
in linking these efforts to the political work necessary to engender the intertwined 
ontological and institutional changes. This could be because of mutual suspicions 
between the activists’ and the establishment, as evinced by the preceding interview 
quotes. For instance, when the implications of the external accounts were formally 
discussed in political committees, memos of these hearings indicate that the activ-
ists who professed to having participated in the filming or representatives of the 
animal rights NGO were not invited to take part. Instead, governing actors con-
sulted representatives from conventional animal protection NGOs that promote in-
cremental rather than radical change.  
Throughout the conflict in our empirical setting, the plea conveyed by the ex-
ternal accounts has been undermined by questioning the animal right activists’ mo-
tives and interests: 
 
”It must be the militant faction [of the activists] who employ these 
means. Whether they reveal their faces or not, I think it’s in a way 
very one-sided and purpose-oriented because they don’t, in my opin-
ion, see the whole at all.” (Representative, farmer interest group) 
 
“I would approve it [filming in secret] if it had been about improving 
animal welfare because then they would have gone in there [in the 
piggeries] in secret and delivered the material immediately to the 
authorities and an inspector would have gone there the next day. If 
the situation had been real, we would have caught them [the farm-
ers] in the act. Then it [the filming] would have improved the ani-
mals’ wellbeing (…) I think it’s evident that they [the activists] are 
against meat production but if their motive had been to act on behalf 
of the animals, then I would have been ready to accept it.” (Repre-
sentative 1, Ministry of Agriculture and Forestry) 
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In terms of identity formation, it is also worth noting that only the activists were 
considered by our interviewees to be purpose-oriented, whereas other actors such 
as the meat industry, the farmers’ interest group and the politicians were seen as 
more neutral, rational and capable of comprehensive evaluation of the acceptabil-
ity of animal production.  
 
Conclusions 
In response to the often biased corporate voluntary disclosures (Cho et al., 2015), 
external accounts have been suggested as an alternative to enhance information 
flow to various constituencies and thereby facilitate steps towards a more sustain-
able society (Cooper et al., 2005; Gallhofer et al., 2015, Spence, 2009). Despite 
emerging interest in this topic, there is still a paucity of studies which would focus 
on external accounts in action, analysing their use in real-life social settings. Ac-
cordingly, the purpose of this paper was to study the dynamics and transformative 
potential associated with external accounts, focusing especially on the effects they 
generate while in circulation. Towards this end, we presented a longitudinal case 
study that explored the role of external accounts during an episode taking place in 
Finland, where some animal rights activist groups have actively campaigned 
against industrial meat and dairy production.  
To summarize the results of the study, we found that the external accounts par-
ticipated both in the formation of the involved actors’ identities and the closely 
associated emergence of small-scale political effects. First, production animals 
have emerged from the conflict initiated by the external accounts with an ontolog-
ical status of semi-sentience. In other words, as a result of the circulation of the 
external accounts, the animals’ intrinsic value as subjects-of-a-life is partially po-
litically acknowledged and the framing of meat production has been slightly re-
configured by adding new stipulations that convey cosmetic improvements to the 
conditions in which the animals are kept. The fact that the topic stayed on the me-
dia agenda for several days on multiple occasions can be considered a political 
achievement in itself. In this sense of partial and incremental success, our results 
bear resemblance to those reported by Apostol (2015). The larger ontological 
change that the activists sought has thus far not been realized and animals still 
remain an orphan group partially excluded from the framing and an affected group 
suffering from the overflows of meat production and consumption.  
Second, the respective identities of the activists and the representatives of the 
meat industry have emerged as polar opposites and the groups consider it rather 
impossible to ever reach an agreement in this matter. Furthermore, during the pro-
cess and in our interviews representatives of the dominant regime have sought to 
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undermine the activists’ research “in the wild” (Callon & Rabeharisoa, 2003), try-
ing to link the activists to features such as militant, incompetent, and subjective. 
Activists in turn perceive the meat industry representatives as being cruel capital-
ists driven only by profit considerations, with whom it makes no sense to talk.  
Our study contributes to extant literature on external accounts by offering an 
empirical analysis of the dynamics and transformative potential of external ac-
counts as well as by illustrating the insights gained by examining their effects 
through the theoretical framework in question. In terms of societal impacts, our 
study aimed at fortifying the link between accounting research and global sustain-
ability issues through the scrutiny of an environmentally and ethically contested 
industry. The limitations of the study relate to dynamic nature of the investigated 
phenomenon. In the present study we were not able to establish definitive condi-
tions under which external accounts could have the potential to generate the sought 
after large transformation. Such an examination is therefore suggested as an ave-
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